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- SR PR?FACE o 5
Section 823 of the Eﬂucatlon Amendments of 1974 (PL 93—38Q)

* requires ‘a thorough study of the manner in which the
relative measure of poverty for use in the financial
assistance program, authorized by Title I of the Elementary
and Secondary Education Act of 1965, may be more accurately
and currently developed. . . !

v

' That financial asslstance program is adm1n1stered by the Commlss1one
of Education, through the Office of Education, Department of Health,
Education, and Welfare. An i rtant feature is the use of a formula L
prescribed by. Section 103 of Eﬁe Elementary and Secondary Education Act .
for the annual distribution of Federal funds to school districts. A
_s1gn1f1cant factor in the formula is the number of school-age children

5 to 17 in poor families within each, school district. The measure of
poverty which is.used, and which is .the subject of the study mandated

by Section 823, "is the Federal government's official statistical definiti
of poverty (also known as the- Orshansky, OMB, Census Bureau, or Social
',Secur1ty poverty lines).

Other work related to poverty measurement has been called for in
recent’ leglsla ive-acts. In]the Comprehensive Employment and Training -
Act, the Secretary of Labor is directed to develop and maintain compre- |
_hensive household ,budget data at different levels of living, including .

a "level of. adeguacy., Any such review of the level of adequacy must,
necessarlly be closely related to measures of poverty.. The Housing -and i
Communlty Development Act of 1974 -gives the, Secretary: of HUD authority - .
to adjust the poverty measure to reflect local vdriations in the ‘cost
of living. ~The Conference Report accompanylng it directs the'Secretary
to develop or obtain data with respect to the "exsent of poverty" by
metropolitan areas 4nd to sutmlt such data to the Congress as part of
‘a March 31 1977, report. ' ,

\

-

- , Because of the broad scope of the subject matter, coverage of the
.'study of ‘the measure of poverty maridated by Section 823 of the Educatlon

. Amendments .of 1974 was extended to include implicatiofis of the study .

findings for the poverty-related programs of all affected Federal

- ~departments and agericies. The Title I program of the Elementary and

Secondary Educatlon Act was given, the/most detalled treatment, to meet o
the leglslatlvely—mandated spec1f1ca€10ns for the study as well as to

serve as a primary example of application of the concepts of poverty
measurement to Federal programs. The findings of the study are published
in a report entitled, "The Measure of Poverty." An 1nportant objective

Of the study was full -discussion and documentation of the major elements
of currently applied and potentially ugable poverty measures. Material
containing essential :supporting documentation for the study was assembled
‘as technical paperg. These have been written to stand alone as conplete
technlcal treatment s of‘spec1f1c subjects. -



; o \ study was performed under the direct gu1dance of a Poverty

: Studies ask Force of the Subcommittee on the Education of the Dis-

© - advantaged and-Minorities, Federal Inter-Agency Committee on Education.
Technica papers were prepared”at the request of‘, er the d1rection
of, and subject tb review by the Task Force members. . Some papers

are primarily the work of one or two persons; these are attributed t
A their authors.,K Others result from the collect:,ve input of Task Forc
o, members or advisors apd n peclflc attribatfon is given except toN
» - .7 the Task Force, as a who e.
' . The following listings show members of the Poverty Studjes Task
Force by ropr iate Federal departments and agenc1es, and the titles
. and author of the technical papers.
| - This report contains Techni/cal Paper VII In-Kind Income and. 'Ihe
Measurement of Poverty. This papér was produced by Janicq Peskin,
Office of Income Security Policy, Offige of the Assistant/Secretary
for Planning and Evaluation, Deptartment of Health, Education,
, ~and Welfare. o » N ‘
To obtain cop1es of the’ report, "The Measure of Pov/'rty "or any
of the techn1cal‘ papers, please write to:
‘ Off1ce of the Ass1stant Secretary for Planm and Evaluation
Department of Health, Education, and Welfare R s
, 200 Independence Avenue, S.W. - _
" Room 443D - - South Portal Bu1lding '
Washmgton, D. C. .20201. ° /‘
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+ INTRODUCTION AND SUMMARY ' ¢

‘ : -J Individuals 'in our soc1ety receive a multitude of f;\-*k;ud benefits: that -

i . is) benefits that take a non-cash form. These benefits or subsidies may be

o ' provided by the government or thé private sector. Examples of government in-
" kind subsidies range from in-kind transfers (such as food stamps or Medicare)
to investments in.human capital (such as in education) to subsidies within
the taxsgystem (such as interest and property tax deductions for homeowners)
In the private sector, in-kind benefits such as health insurance or freé P
housing may be provided by employers or benefits may accrue solely from. \
individual family decisions as in the cases of owner—occupied heusing or
home-grown food. : :

In-kind benefits-are now sizable in absolute terms. Moreover, they have
‘grown sharply over the past decade in breadth and size.. Outlays in tha.food
- - stamp program have risen from less than $100 million in 1965 to $4.6 billion .
‘in fiscal year 1975. Medicare and Medicaid, which were not legislated until
1965, now cost over $25 billion a year and the employer-provided portion
of private health insurance is estimated to total around $20 billion arnually.
Deductions of mortgage interest and property taxes on owner-occupied homes: \
’are estunated to cost around, $10 billion ' a year in lost tax revenues. N
'I‘o exclude .in-kind benefits clearly biases aggregate inceme in a downward
' . direction. Even more mportantly, however, to ignore in-kind income distorts
comparésons over  a period of fjime and across households. The rise in in-kind
. transfers to low-income households during the past decade has been several times
that of cash public assistance transfers: Fringe benefits have also been rising
' . relative to wages and salanes. Moreover, the incidence of in-kind benefits is
' particularly urs\en acrosé households. Mot only do the ‘various .types of govern- .
- ment and privat -kind benefits apply to prescribed, and often different, :
¥ populations, but the ipcidence of each type of in-kind income across the potent-
ially eligible population is very uneven. Many examples of this uneven incidence
can be cited, among them the 50 percent participation rate among eligibles
in the food stamp program; -the exclusion of many low-income households from .
_ . eligibility for Medlqald and of most from public housing; and enployer~provided
A - health and life insurance which in 1970 covered two-thirds of non-office :
employees in ngnumon establishments but 97 percent in union establishments..

Despite the obvious mportance\of m-k;nd benefits in our present—day. .
economy,. statistics on individual in s cdllected by the Bureau of the Census
in the decennial Census apd in the March Curvent Population Survey- and .
utilized in the measuremeht of poverty and of -the distribution of income — -
. exclude all types of in-kind benefits. Census statistics utilize a reqular
- before-tax cash income definition and, as a result, .as noted above, aggregate
. income statistics are biased downward, improvement in economic well-being
‘ over a period of time is underestunated, and comparlsons across households are
distorted. .Moreover, in-kind income is ignored in the measurement of povetty ,
at present both because Census incomes are of kfessn:y used in measuring
°the numbers of perSons in poverty and because the poverty threshold itself
ignores the satisfaction of basic needs through in-kind benefits. The poveg‘ty
threshold builds uponrthe full cost of the USDA Eeogmy Food: Plan.\ Yet 40
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' ‘bercent of famhes and '20 percent ot unrelated 1nd1v1duals with 1ncomes
below the poverty line are estimated to paiticipate in the food stamp
program and, as participants, receive the\Economy Food Plan at zero ot
,  reduced cost. For ‘these hquseholds, true incomes relative to the poveérty
threshold are underestimated, or alternatively, the poverty threshold is
overestunated relatwe to cash 1ncdmes. , _ .. e

v v : .

) This paper summarizes what 1s known about the rceceipt of in-kind incege.
Its focus 1s. thé impact off certain. in-kind benefits on individual persons
and families, and 1ts ultimate purpose the development of a Era:nemrk
for extending the Cenﬁus income definition tb include certain types of
-\ 1in-kihd incoge. this regard its scope is far narrower than a study of -
l.mpacts of all Federal programs, for exanple. '

Requirements for 1mp1ementat1on of a cash plus in-kind income defini-
* _tion are detalled later. Any mplementatxon of a cash plus in-kind income
definition will first have to delineate ‘the types of "in-kind subsidies
that will be included among ‘the hundreds or perhaps thousands of; subsidies
. that exist. While any such delineation will be, to some degree, arbitrary,
several reasonable criteria can be used in order to make implementation ,
manageable. First, a measure 6f in-kind in¢ome should be confined to the
provision of: specxflc goods and services, quantitatively large in the
adgregate, to identifiable persons or [families. Second, goods and,servxces-
should be confined to substitutes for ‘current cash income; thus consumption
of goods, hut not investments 1n human capital nor intangible benefits such
as those from owned homes, would be included. Finally, an in-kind strategy
might at least begin tht\the basic needs of food, housmg, and health care,
common to all persons. A

Even 1f agreement can be‘ reached that in-k1ind ‘income should be confmed,
at least 1nitially, to the areas of food, housing, and health, implementation
will be more difficult for certain types of in-kind subsxdxes than for othersg.
It 1s shown later, for example, that while Medicaid and Medicare benefits can
be readily identified, employer-provided health insurance benefits will be.

* _difficult to ascertain. If the funds are not forthcoming to overcome these . °
difficulties, the choice would thBen be to include Medicaid and Medicare,
but not private’ health insurance benefits, or to exclude all in-kind, health
benefits from income. The first approach would provide a. ttuer picture
" .of income for families receiving Medicaid and Medicare, but would probably .
distort even more than at present the comparison of relative well-being
.of families. Housing benefits may pose the same problem: should public
housing benefits be’ inclugded 1f tax subsidies to homeowners are not? '1/
'~ And finally, should food benefits be mcluded if, for example, health and
) -housmg beneflts are not? ‘
~
. Faced with thxs choxce of precxsely whlch betiefits to include and
_ ‘whxch to exclude —.whén to include the full range is not feasible though
-1t 1is clearly the desired option ~— a pragmatic decision rule might be adopted.’
: Less than the full range of in-kind benefits might be included when to do so
* improves measures of well-bemg across families, but exgcluded should relatwe :
incomes be dlstorted even more thalnzwhen no in-kind benefits are mcluded ’

"
- -




N o o e :
Thls 1s, of course, an’ emp1r1cal questlon. Its resolution would'probably point’ | -
“to the inclusion of. food stamp bonus values, 51nce food subsidies in the- private

- ‘sector are thought to be fairly small; but to "the exclusion of Medicaid 'and = .-
Medicare benefits if enployer-prov1ded health 1nsurance benef;ts cannot also .

" be’ 1nc1uded as income. -

3E*b§ﬂlf., . The poverty,threshold-should, at the Very least, be con51stent with
AR *:ingome definitions-used 'in measuring poverty. Relative poverty measures,-
7y siuch‘as. one-half of the median income, are in: their nature consistent. with
¥ * ¢, income definitions. To the extent that: in-kind benefits. are’excluded from

~income and 1mpact'dlfferent1y across the’ income distribution, the relative.
;f_poverty measure will, of course, provide a biased picture of poverty. When.
~ - an absolute or seml-absoﬁute poverty threshold is utilized,: the need for .
EATI 7,cons1der1ng ‘in-kind subsxdles is even stronger since ba51c ‘needs are often
@ ., . met thgough such subsidies. The bias ‘in current poverty measurement from
- ‘not.including food stamps has already been mentioned. The inclusion of
© in-kind benefits in income will, thus;. requlre a study of poyerty thres—
" holds to ensure.their: con51stency with income méasures and thelr va11d1ty
_ in the face of ‘a cash:plus 1n—k1nd income def1n1t10n. N :
“L‘,Q?‘4 The femalnder of this paper does not deal further w1th exactly whlch
%' . types of. in-kind benefits should be: included in income. 1In fact, the paper -
: focuses on only four types ——.food stamps, publlc ‘housing, Medlcald and, : -
Med1careﬁ§lv51nce data on other types of- in-kind benefits are sparse. For ’
. these four types,, 1mpacts across families and across states are- sizeable.
The" prlmary f1nd1ngs‘of the varlous chapters of thlS paper are presented
_below.f T ,_‘w“ _ _ : _
. The second sectlon (How In-K1nd ome Affects Ind1v1dual Rec1p1ents) dis-
_cusses ‘how to value the increase in income from in-kind subsidies and shows
. how 1nd1v1dual rec1p1ents may, be affected d1fferently by the rece1pt of L
"-1n—k1nd income. Its f1nd1ngs are that . _ : '
- In—k1nd ingome; makes many persons and fam111es better off, "
o . ; though.xhqg may not be better: off to the full extent of the.
-~ - = - provider outlays on the in-kind good. This’ follows because
o : a family.may’be inducéd to congume more of the in-Kind -Jb o L
or sub51d12ed — good. than. it would-.choose to consume ‘if 1t .
were given cash , By not permitting the fam11y ‘to exercise. -
- tomplete’ freedom in its choice of a -bundle of goods, that e e
,/‘. bundle with the in-kind component ‘may be worth less to the o
. " family than if-it had been given cash. o
" -~ In order for in-kind income to be treated con51stently with _
: . -cash income — which does allow families: fuld choice over
- - spending decisions -— the provider cost of: 'in-kind subsidies
' ~must be reduced (or in rare cases perhaps increased) to '
- its cash equivalent value to recipient families. . A
- theoretical model exists for deriwing.'such cash equivalent
. values. In essence it measures the cash income a family
would accept, in lieu of its 1n-k1nd income to leave it Just

; * as well off (a "willingness to pay" measure) .
\ .' ' 3
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S TN\L— Valued in th1s manner, the cash equ'valent of 1n—k1nd subs1d1es to.are-
S . cipient will generally-fall between zero and 100 percent of provider
outlays. It will not be negative as long as potential recipients--

are not forced -to pacticipate. Moreover, observation that recipients
" purchase more of the subsidized good on the market than*is Provided
; o througgethe in—kind subsidy LS a suff1c1ent condltlon for valuatlon
ST equal to prov1der cost~ v, -

L — Emplrlcal flndlngs from several- stud1es show the cash equlvalent value
,- - of various in-kind subsidies to be s1gn1f1cantly below .government cost.
Food stamps were_ found on average to be valued, in: ‘terms of recipient
. benefits, at about 85. percent of government cost’ while public hous1ng
. was valued at about 60 percent of cost. Medicaid was valued at 65-70
percent and Medlcare at over 20 percent of government cost. o
A - These average cash equlvalent values w1ll vary sharply across famllles
: by income level,- family size, and other ‘demographic character1st;cs.

. Génerally, the cash equivalent value of an:in-kind subsidy wilgkr i
with income level .and family size.  Food stamps, for example? Ve
valued at: some- 73 percent of government cost for families w1th
-incomes ‘bélow $1000.a year, but at 100 percent of goVernment cost
for families w1th incomes close to the income el;glblllty limits in-

: the food stamp program. Because in-kind transfers are often largest

.=;' S, ."to the lowest—1ncome famil jes; valuatlon at goverhment coSt would

. -impart a: s1zeable upward bias. to 1ncomes. ¥ S .

- Implementatlon of a cash plus 1n-k1nd income’ def1n1t10n requ1res>two .

L “steps. First, data on-the receipt of, and subsidy from, in-kind"

' . income must be collected on household surveys. Sometimes this is

- easy ~- as in food stamps or Medicare — but in other cases it‘will -
be more difficult —— as with hous1ng subsidies and part1cularly prlvate "
health.insutance. Second ‘the subsidy must be valued in cash equlvalent
‘terms. : .

— It is proposed that est1matlon technlques for valuing in-kind sub31d1es /
\ - in cash’ equlvalent terms be developed and evaluated. After such a
’ technique is available, food stamps could be included in iricome with .
little difficulty. Inclusion of other types of in-kind income is desir-
able; but must await means of surmounting pract1cal d1ff1cult1es of
. data collectlon. _ . . ; _ -
: Ihe third sectlonr(Impacts‘of Certain: In-Kind Programs on Income amf
- Poverty) describes four in-kind programs.-- food stamps, public housing, - .
Medicare, and Medicaid — and presents a multitude of data on their: impact o = o
income distributions and poverty counts. These effects depend on both the o
size of the in-kind programs -- as to numbers of recipients and average
transfers — and on the distribution of the transfers among fam111es at
. various income levels. The third sectlon finds that: . . N
C . . s . ¢ ' .
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C— Food stanps' were purchased by 19.5 'mtlml oh persons in May 1975 and
transfers totaled -$424 million. / income eligibility standards
A in the food stamp program are, excgpt for one-person households, above
| . " the current poverty threshold.. -E Agibility depends, moreover, on
L ‘monthly rather.than annual incomgs. In addition, not all persons
. : . eligible for food stamps patticipate in the program. .In 1974 about
R 53 percent of families and 75 percent of unrelated individuals recelv-
' © .7+ 7 .. ing food stamps were below fthe poverty line. And only 40 percent of
-+ poor. families and 20 percen “of poor -unrelated 1nd1viduals were
EREA - reciplents of food stamps. Cv e

s
¥

- The recelpt of food ‘stanp/ bonuses (valued at government cost) mcreased
. average incomes of ‘food_ ‘stamp hougeholds by $605, or 10 percent, in 1974.
A Arong ‘food stamp- fam:.lies and-unpélated individuals with cash incomes -
-« " below the poverty lm)é, over 1 1/2\nillion persons‘were removed from
' poverty ‘after the pt-of food s s, for a 16 percent reduoﬁon
 jn the number of, f "stamp familieS below the poverty line. The over-
all poverty count I,Was reduced about 8 percent after food stanp bonuses.

Bt Low—rent publlc/housmg affects few famil ies nat10nw1de and many _
tenant fam111e,s‘ may have incomes above the poverty threshold. -Of :
"all families in the U.S. with annual incomes below $3000, only 5 .-
percent were ‘served by the public housing program by the end of
- 1972, Whlle public housing may provide sizable benefits to '
- tepant fanu.lles, its low-incidence leads to the conclusion that,
by 1tself the program“does.little to alter income .distributions
or poverty counts. . : o
., e Medlcald covers some 25 m:.lllon persons at a&cost of over $12 b1lllon o
SRR ' annually. Recipients are persons and families-receiving public assis-
BT A tance and other families or persons deemed to be medically needy. No
R data are available on rec1p1ents by income class, but most have.low
o, /incomes and many have incomes below the poverty threshold.
7- Medicare provides health insurance to some 23 mllhon persons, mostly
\ aged, at'an annual cost of ‘around $14 billion. How many Medicare
/ ‘enrollees have low 1ncomes or are poor 1s not known. -
/ .
/ — Fam111es that receive one m—kmd transfer' have varying probabilities
/ " of receiving other in-kind transfers. The 'more types of in-kind .

0.

PR 'mcome a family receives, .the greater is the likelihood that the
/ /‘ * inclusion 8f in-kind benefits in income will raise that, family out
of poverty. There are no reliable. natlonal data on the extent of .
_ overlapping benefits. However, considerable overlaps appear llkely,
S - ' " particularly for families receiving public assistance, since they
S are categoncally eligible for Medicaid and for food stanps.

L When these four transfers were considered Jomtly and added into .
ST -0 ¥ - 71972 incomes at their estimated cash equivalent values, estimated

impacts on incomes and poverty were sizable. Some 12.4 percent’
of fam111es had personal mcomes below $3000 before in-kind transfers,

Lo —
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' 0 . .but only 10.1 percent had ‘such incomes after receipt of these- transfers
Lo " The-Gini coefFicient was reduced from .3614 to .3522." The number of
poor households was reduced. by 2.8 m1ll1on, or 28 percent, the poverty .

gap decllned by $3.5 billion and the' mean poverty gap by $35.

. " The fourth sectlon (Impacts of Certa1n In-Kind Programs Across States)
!,presents selected data and evidence on the differential impact of the four
.+ 1in-kind transfers across states.. No data base exists.at present that will -
.. allow the effect of 1n—k1nd transfers on low-income households and .on'poverty
. counts across states to be’measured with any accuracy:. Such.an analysis will
* have to await the completlon of the Title 1 State by State Survey -(the so-called
Survey of Income and Education or 822a Survey). . The evidence marshalled in .
this sectlon, albeit limited, does point to sharply d1ffer1ng 1mpacts of 1n—kind
,Z'transfers across states, as hlghllghted below. . _ o

-- In-kind transfers 1mpact d1fferent1ally on states because " ellglblllty
- eriteria and benefits of in=kind transfer programs differ across states;
~(2) participation among eligible families differs across states; and
7 (3) demographic and economitc characteristics-of familieg differ across

.statés as do costs and ava11ab111ty of goods and servie es such‘as health
_care.," . _
'7:_‘——_Total rec1p1ents of, ‘and” tr sfers £ ood stamps increase w1th o
- increases ‘in the population” size of s 5. However, lower-=income
states receive larger proportions of- transfers than state popula=- -
tion levels alone would imply. States: in’ the Northeast accounted
, for 28 percent of food stamp participants, but 23 percént of trans-
(S fers; Southeastern states had 23 percent of part1c1pants, but 26
- percent of transfers. Monthly bonus. values per food stamp recip- .
ient were higher in lower—income states, averaging $20 in the Northeast«
and $24 in the Southeast New York s ‘bonus per recfpient averaged
. *  only $13 , y .

t

== Rough est1mates of the percentage reduction in poverty as a result of -

. food stamp transfers showed wide differences across states. Estimat

. poverty reduction varied from a'high of 64 percent in Washington, D. C.p
and 32’ percent in New Jersey -- the second largest reduction -- to less »
than one.percent in Kansas, New Hampshire, and North Dakota. Among .
states experiencing relatively low poverty reduction from food stamps,
the Mountain: West and M1dwest states predomlnated. :

« . -—_The proportlon of families w1th 1ncomes below $3000° occqpylng low— ' _

rent public housing in 1974 varied from one percent in -Wyoming to o
a high of around 18 percent in the D1str1ct of Columbia. Rhode -

~ Island and Arkansas followed Washington, "D, C., as the states with
the hlghest proportions of. persons w1th incomes below $3000 in.
low~rent publlc hou51ng .

— Medlcald varies widely across states- by almost any measure one can

" construct. Recipients to populat1on ratios in 1973 varied from .19

in Washington, D.C., to .02 in Alaska, states with above average

- 16 .- | .
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* ratios generally had medically needy programs. Outlays varied from .
" $2.3 billion in New York to $3 million in Alaska; New York alone

o - accounted for 26 percent of all Medicaid outlays, and New York,

e - California, and Illindis together for 44 percent of -Medicaid

.~ . . , outlays. Outlays per recipient varied sharply, £t -$811 in

v N '_ New York. to '$185 .in West Virginia,-and vendor payments per AFDC
' . 7. family varied.from $1403 in New Yotk to $168 in Mississippi- -

© ~ - <-— Enrollees in Medicare in 1972 varied from 15 percent of Florida's’
* . .. population to-2 percent of Alaska's.” New York apd California
“s 7 . accounted fors24 percent of total Medicare reimbursements. Net
. outlays per enrollee varied from: $473 in Massacfusetts to $179 in’"
* South Carolina, reflécting differénces in the pooportion.of . -~
~ enrdWlees receiving reimbursements gnd medical care .costs.
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HOW IN-KIND INCOME AFFECTS Ts IVIOQUAL RECIPIENTS . - - *
h . : ’ 4 -

Households, families, and individuals in pur society, receive many .
different types of ‘in-Kind income from a varigty of sources, private. ¢
and governmental, as was discugsed in the pr ing section. In most
cases, the recipient unit is made better off Hy the receipt of such

_income.. Methods for measuring how much betten off is the subject of

_ this section. "The section first presents a'ge ral statemerit of the
problem for all readers. For the reader integested in technical detail,
the generally accepted ‘model for vajuing in-kind irm is described:
.and its implications summarized. general jmodel is then applied to

© four specific in—kind benefits — food stamps, Medicare, Medicaid, and
public housing — and empirical results on cagh equivalent’values from
‘several sgudies are present&d. Finally, the difficulties of imple- -
menting a cash plus ‘in-kind income definitionjare discussed.

LI

;0 .GE.NERAL.‘STATEMENT OF THE PRGBLEM . R
. . An expanded income definition that inclugles in-kind as well, as
rash income .should.be consistent in its treatment.of these two *income
' types. That is, a dollar of cash income and a dollar of in-kind income
. should be fully interchangeable (or perfect shbstitutes) in the eyes
- 'of recipients.  Otherwise, tomparisons of incpme over a period of time
" and across households would be_distorteé.“mh.4task, then, -is to con-
vert in-kind income into' its cash ‘income equivalent. Or, what.cash ¢
..income would a recipient accept in lieu of his in-kind income that
4would leave him just as 'well off (the "willingness to pay" measure)?
. This paper views in—kind income so%ely from thé perspectiuve of the
direct . re¢ipient of in-kind incoge. It is only for these direct recipi-
. . ents that it is proposed to adjust.cash income to include in%kind'bénefi€§+-
| It is'also true, of course, that other individuals may indirectly.benekit',
from the provision of the in—kind income. For example, farmers may ‘
benefit ‘from food stamps, builders from public housing, and employers,
_ taxpayers, ‘and/or society at large from a whole range of in-kind o
“~—-penefits. Thus, it follows that in-kind subsidies may be justified on_
efficiency grounds even when direct recipient valuatidn of the subsidies
falls below provider cost. 2/ YBut, even if :society's valuation of the in-
'kind--subsidy is equal to or even above government or provider.cost,
.it'is crucial to recognize that some portion of the total value may
accrue not to direct recipients of the in-kind subsidy but to other
members .of society. AN - v
.. Statistical-series on aggregate amouhts”dfﬂxn—kind‘incbméwutilize.=
.+ provider- cost as the valuatian.standard. Fot4example,‘amdﬁg“government'

in-kind, transfers it is’the cost to the government (i.e., program outlays ;\5‘;“

exclusive of administrative costs) that is equated with fecipient trans- *
.y fers or "benefits." However, income to thé digect recipient may not
" . necessarily equal outlays by the. government. Only if each recipient
. were to value a dollar received in.in-kind transfers as equivalent
to a dollar of cash would the provider cost be valid as a measure of

. ~-8. | | T . ’. » . .‘.‘ | ) \
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. recipient noncash income.derivable from the transfer. It.iS'unlifely-
“that this equality holds for all recipients. - A . N
1t is usualli assumed that a household receiving income in the  form- .
of cash will spend that income on a bundle of goods (including savings) in- o
v the manner that is most desirable from its own perspective. In technical-
Z e terms, it is assumed to maximize utility given a budget or income constraint. -
‘ In-kind income, however, is provided in the form of a particular good or o
. .'set of goods. After receipt of the in-kind income, then, the.household's
bundle of goods may inclide more (or in some cases less) of the particular
+ geod than it would choose if given cash..’ Because the household is not
permidted to exercise complete freedom-in its choice of a bundle of
: . goods, 'that bundle with. the. in-kind component may be worth legs to the
¢ - ~household than if it had been given cash. 3/ For example,.a family that
~ is temporarily hoysed for'a month in a hotel costing the gavernment $50'a -
~ day-can in no casé be saigd to have $1500 of income for the month; ~clearly,
if provided with $1500 in cash, the family:wébuld not have-.chosen to spend
_ all of the $1500"on hausing. - S B . L
\\ . ¢ . . - t " Al . [ .
' . Receipt of the different types of.in-kind income}méy influence the
tecipient's choice of a bundle of goods by (1) altering the relative
prices faced by the recipient, and/or (2) constraining consumption amounts
directly. grograms like. food stamps and public housing set amounts of =
. food, and housing, .respectively,. that must be consumed if program benefits
are to be enjoyed. Partially or fully subsidized.health benefits, on
| the*other hand, normally leave amounts of health ‘care. consumed up to
. individual recipients, L T . '

o ‘ . Thé ‘problem addressed in the remdinder of this section is the develop— ‘

e ment of a theoretically acceptable; yet empirically implementable, methodology

: _ for converting in—kind income into its equivalent cash income from.the perspect-
ive of the dimect’ recipient. - The conversion will depend on the preferences

'y i . of individual recipients and on the precise parameters of the in-kind subsidy.

' THE GENERAL THEORETICAL MODEL . ‘ L Lo
. T4 R . I | .

'The generally accepted economic model of consumer choice provides a
theoretical framework for converting in-kind income into its cash income
equivalent. Since later analysis relies upon’ an understanding of this
model, its basic framework and underlying assumptions will be briefly
expladned for the non-technical reader. 4/ Others may wish to-.move on
to the next section of the paper (Implications of the Model for Measurement c
and Valuation of In-Kind Income). : : . .

L © .. The two primary concepts.upon which the model of consumer choice relies

‘- are the indifference curve and the budget line. These are .shown in Figure 1.
©° - An indifference curve representsall combinations of goods which permit an

¢ individual to attain equal satisfaction or utility (curve A in Figure 1).

Figure 1 shows only one of theseicurves; there is actually a family of such
. curves — one for each level of utility. Thus, the curve portrays indivi-

dual preferences. Moving along an indifference curve to the right shows the

. amount Of good Y that the individual would be willing to give up in order i

Al | 9
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-to acqu1re more of good X and be just as well off as before, that is, w1th
unchanged total utility. The assumptions usually made. about indifference
curves are th t: (1) higher indifference curves (i.e., further from the b
origin) are .to be preferred.to lower curves, that is, more.of both. goods
increases satisfaction or: utility; €29 curves aré convex to the orlg1n,,

; at is, the more of a good (e.g., X) an individual. has, the less is the
" utility'derived from an additional unit (and, hence, more X.is demanded
to’ offset 1ncremental iosses in Y), and (3) curves cannot intersect one.

another. . o . _ N ,

C " The budget 11ne (BC 1n Fvgure 1) shows the comb1nat10ns of goods an
1ndividual could purchase given his income. He might purchase OB units

of good Y with no good X, OC units of X with nd"good Y or some combination

of both goods that lies along the budget line. Assuming positive.and

'~ constant prices, the budget line will be a straight line with a negative

slope (-Px/Py). A change in income is shown by a parallel shift of the

":budget line’ (e.g:., B'" C' in Figure 1 represents a higher income level

.allowing more of both goods’ to urchased) while a change in relative
prices will shift the line in a mapner that alters 1ts slope (e. g., BC"
in Flgure l represents a lower price.of good X) _ . .

Follow1ng from the assumptlons noted above, an 1nd1v1dual w1ll reach
the highest level of satisfaction he is able to attain at the point of
tangency between his budget line and 1nd1ffer§nce curve;- that is,-at
" point 'Z in Figure 1. ‘At such a point of ‘tangency the 1nd1v1dual will

<'be max1mlang utility subject to his. budgetsjjsstgiiot Co
| . : ". , . . ‘ : .
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This framework may be used to deplct cash equ1valents of in-kind
income where the in-kind income is viewed as altering relative prices faced /
by the rec1p1ent or- cons;rammg consunptmn amounts or doing both - .
smultaneously. For expository purposes, nnagme two.food subsidy programs,
‘one in'which a (nutr1t1onaIly adequate) diet is prowided at no charge," .
i. e.pat a zero price, and one which provides $.50 of évery $1.00 spent
on:- food. Under the first program, suppose that a nutritional diet, equal
+to AB or DC in E"lgure 2, is given to an individual whose new (post-program)

. budget constraint is shown by the berit- 1ine ABC. If the individual had S
- .received an amount of Rpey equivalent: in cost to the food, the new - .. . '
_-budget line would have .EBC.. Becausé the twb new budget lines share -

a common segment, BC, it is possible that either option —-- prov1dmg -
“food or cash — will yield the same result in terms of welfare gain-and ,
the composition of consumption. This would follow if the point of tangency
with the highest indifference curve fell between B.and, C. ‘However, if . .
the ‘individual's indifference ‘curves are as shown in Figure 2, a .-« '~ ' '
h1gher level of utility can be reached with ghe cash opt,lon (pomt a -7 - R

in FJgure 2) than with the food program {point b) - / .
. e
T Stated a!ternatwely, the individual could reach th‘g,same level cff S
~ - utility (point c) as ckueved with the food subs1dy with.a lower cost ;
. cash.option (DF < X 'Ihus, under the usual assumptmns regardmg ‘ L
= ) | »
h _ : FIGURE 2
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ind_ivid'ual pr;eferencés”éﬁa market behavior, in-kind subsidies that set
_condulmption amounts will be exactly equivaient to cash or less effective _
than $ash in providing a given level of utility at a given cost, depending

e corisumption imposed by the program and indiv;dual preferences. e

.. The second type of subsidy, which provides the indiq_i‘lua’l with $.50 of
. every $1.00 spent on food, lowers the price of food relative to other '
"‘goods faced by the recipient and thus shifts the budget line outward
(from AD to AC in Figure 3). "Given the price subsidy, the individual ‘
© willemaximize utility -at gpint b. This will cost the“government bH times
* the price of food. That same level of -utility, however, can be achieved
" with" a cash payment of 'smaller-size (cJ) or a ,;nigher level of ytility may
. be -achieved with a cash payment of equal size (point a). With equivalent
- .- cash, the individual would always choose less food and more of other
“goods than ‘when food' prices are subsidized. ‘Again, under the usual
.. assumptions ‘concerning preferences (particularly the’ assumption of -
‘convexity of indifference curves), higher individual util ity will always |,
be. achieved for equivalent cost ‘with cash than with in-kind ‘subsidies )

. that alper relative prices. ' .- " O
» . ; . o ' IR
’ . - .
- 3 . . \
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All N . ¢ S
Other . o~ o
> .. .
’ Goods® e . - . \7&:- '
- . v‘< - . ‘rl . v
. 1 B .
: : Lo o
T 4
| . el | ‘
- ' )




- .t ,‘_. _ .' . . _‘ f( v
IMPLICATIONS OF THE MODEL FOR MEASUREMENT AND VhLUATION OF IN—KIND INCOME -

. .. The model of consumer choice or utility maxﬁnization delineated above
‘( provides qualitative conclusions about th® circumstances under which in-,

. "~ kind income ma) be valued by the recipient at provider or government
) . +cost and when i wilI\be.zalueshat less-than provider or government
P.° .  cost. Moreover, it points to the variables affecting the in-kind to

cash conversion.and, thus, to+the general types of information that are
o . necessary if an income-definition including in~kind income is-to
- o fully and satisfactorily in;ﬂenented. These implications e discussed
~ o in turn. RO v N . '
In theory, the. value of in-kind income to the recipient may be - -
' greater than, equal to, or less than provider or government cost. -~ -
: Conceivably, the 'value might even be negative — that - is, ¥n-kind
" ’inceme might actually make the recipient worse off, although this result
- may-be dismissed for all types of in-kind income which the potential =~
- ‘recipient has the freedom to.decline.  Conditions under which recipient
. valuation might be greater than“provider or government cost occur vhen
(a) existing market 1mperfectiens such as racial discrimination or
discrimination against the poor in ‘general are reduced or eliminated
because of\the in-kind subsidy (Medicaid valuation might be influenced
" by this effect to the extent it has improved access to health care), -
and/or (b) government -expenditures are less than private market costs in
. ! cases where the’ government produces the ‘good. or provides the service
s - directly, .ile., in cases where the government is more efficient ‘than the
BN private sector 5/ " .

AR

* The conditions .sufficient for valuatjon of in-kind income equal -to
provider cost, i.e., equivalent to a cash transfer, occur when: (a) market
' equals provider cost and the good might be resold by the recipient at .. .-

. market prices and without transaction costs; (b) corisumption constraints
are set such that the regipient consumes exactly that amount of the sub-
sidized good he would have consumed if given cash rather than the in-kind
income (this condition is satisfied when the recipient can and does supple-
ment amounts ‘of the subsidized good with additional markeét purchases); and
(c) indifference curves are rectangular rather than subject to the usual

: assumptions specified earlier and there are nquconsumption constraints
" imposed. 6/ In practice it is only the second condition mentioned above
‘that will be meortant for some types of 1n—k1nd income. 7/

‘ When these COnd1t1ons for valuatlon greater than or equal to provider
T cost are not met, the value of the in-kind incofme to the recipient will
fall between zero and provider cost.. It is likely that most, if not
P all, types of food, hou51ng, and health subsidies will fall into this
- . category. That is, it is not expected that any type of in-kind income

A . will satisfy the above condition(s) for all rec1pients.

. " While the theories outlined above point to qualitative conclusions about
the conditions underlying valuation of in-kind income equal to, above, or
below provider cost, quantitative conclusions must,rely on empirical studies.

- ‘,‘_' - ) “." .. .I 1“ . - = 13I

s-)’;

<




»
- - .

. ' A . i
%, ' Py SPT &

o S . _
. - . /7’ . . .
'Such_std}ies will, in turn, have to account for the many fattols or . ™)
- variables. affecting recipient valuation o. io~¥nd income. Drawing !
» -upon the theoretical model outlined above, these variables are:. X

v’j”'Individualﬁpreféféncés;_'The value of any type of in-kind
; income will vary across recipients,~depending upon individual
* ‘recipient preferences (or indifference curves) for specific
goods. .That is to say, for example, that healih benefits will
be worth more té individuals who value health expenditures P
relatively highly.than to those who.don't, ceteris paribus.

Ihdividuél'incomes (pre—=subsidy) ‘or budget constraints.

Precise parameters of the bundle of in—kiid incomes received
any recipient. Severa polnts are important. First, at /

the characteristics of the in-kind subsidy should be speci-

fied as to how they impose constraints on consumption, if any,

and how they may alter relative prices. Second, the parameters

of the subsidy may vary across recipients; in-kind subsidies

often depend upon factors such as household size or household

income level. Third, the value of any one in-kind subsidy

will be-affected by receipt of.other in-kind subsidies since

relative prices and incomes will be altered;. thus, for any

one recipient, -the entire bundle of in-kind subsidies should

be valued simultaneously. ' : -

It is, of course, the interaction among these variables that is crucial
"in determining the vallue of in-kind income to recipients, individually and -
.thus in the aggregate. Above all, however,’ it is important fully and care-

fully to delineate’ the characteristics of each type of:in-kind income.

APPLICATION TO SPECIFIC TYPES,OF IN-KIND INCOME

This paper focuses on foyr types of in~kind income, all governmentally
provided: food stamps, Medicare, Medicaid, and public housing. * It should
not be inferred from this narfow focus that an-income definition “including
in-kind income could confine itself to these four types of in-kind subsidies.
- On the contrary, to dd.so would distort data on the distribution of income
and poverty since some households would be treated-differently than others.
This distortion would be particularly severe with respect to subsidies _
involving health benefits or insurance and subsidies ‘to housing which are - _
widespread throughout our economic:system, involving the private as well
as the public sector, occurring at the local as well as the Federal level, .
and effected through the tax system as well as through . public expenditures.

Confining the analysis t6 these four programs is, rather, a matter of
convenience. Data on the size and’distribution of these four types of .
in-kind income are more readily available than for most other types.

Several studies on impacw®s of these governmental programs on incomes and
povérty are.available. ‘And Finally, these four programs illustrate & range
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of different ways of influencing consumption and, thus, well-being of
recipients, as well as represent varivus implementation problems.
E . - : < :‘\l

Food St_:m" »

- ., Food stamps is an income-tested program designed to improve the nutri-
*  tion levels of low-income households. _ A\ household meeting the basic |,
eligibility requirements — an income test, an asset test, and a work rle-
. qQuirement — may purchase food coupons at a price below the value of the
" coupons, thus deriving a transfer — the so-called bonus vglue — from the .
program. The amount of the food coupons — the so-called food stamp allot-
ment — ‘that may be purchased rises with the number of household members.
The present mopthly allotmept ranges from $48 for a one-person household
. to $162 for "a four-person household to $278 for an eight-person household,
with $22 of additional food stamps for #ach additional person beyond eight.
The variable purchase option allows that one-fourth, one-half, or' three-
fourths of the full allotment may be purchased in any month. The price
households must pay for the food stamps rises with net monthly income.
It is essentially zero for hQuséholds with net incomes below $30 a month *
and rises to a maximum of 3&&cent of net income. :

5

A graphic representation of the fGod stamp program appears in Figure 4.

‘The recipient's pre-program budget constraint is AD. For this hypothetical
recipient .it is ‘assumed that the food stamp full allotment equals OF, the
purchase price AB, and the bonus value (or subsidy) CF. A fully implemented
variable purchase:option will also permit the recipient to purchase specific
proportions of the full allotment with a proportionate reduction in the -
purchase price. In Figure 4, for example, the one-half option is shown, -

. by the kinked line Gi. The recipient is also free to purchase more food
than the "amounts represented by:the various allotmepts at market prices.
The post-program budget constraint facing the recipient is, thus,.the heavy
kinked line AIE, . : e _ L

Were our hypothetical recipient to have preferentes for food and all other
goods represented by the. indifference curve.Z, he would supplement the food -
stamp full allotment with purchases of food at market prices. For such a
recipient, the food stamp bonus value is equivalent to a cash transfer and -
the full bonus value may legitimately be added to his income. The sufficient -
condition for such an outcome is that the recipient purchase more food for -
home consumption than his food stamp allotment. Such a value is amenable
to direct measurement on an individual household basis. ‘

With preference functions shown by indifference curves X (where the re-
{ cipient will purchase one-fourth of the full allotment) or Y (where he will
purchase the full allotment), the food stamp bonus value is worth less than
-an equivalent cash transfer which would allow the recipient to reach higher
indifference curves (and thus levels of satisfaction), shown by curves X' - .
and Y', respectively. 8/ Were the recipient given cash, h& would spend less
on food and more on othet goods than he is allowed within the confines; of the

food stamp program.
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** - The program depicted above is probably a realistic portrayal for many food

' .. stamp recipients. For others, however, budget constraints imposed by the .
program may be somewhat different. First; food stamps need not be utilized

in the month in which they are putchased. By altering the proportion of

the full allotment purchased from month to month and "storing” excess.food

_ stamps for use in other months, households might secure on dverage over a
number ‘of months virtually any amount of food stamps desired up to the full

dllotment. 1In ‘this, case the budget constraint can be viewed as the continu-

ous line AI in Figure 5. Qualitative results are unchanged from those

noted earlier. - "Storage" also permits a household on food stamps for only

a few months, which is aware of its short-term eligibility for stamps, to

.maintain its food consumption at pre-subsidy levels despite temporarily

higher food expenditures, for such a household, the stamps are equivalent

to cash.

Sec0nd, while it is not legal to transfer food: stamps, to the extent such -

transfers exist, outcomes may be altered. A transfer or resale at full price
would, of course, transform the food stamps into ‘cash (assuming zero trans-
action costs). A resale at less than full- price'aSInight occur in a formal
black market would lend direct evidence to a.recipient valuation of less than
government cost. Such resales at a.reduced price would transform the budget
constraint to a line such as BI in Figure 5 that would be bounded by linés AL
and CI. Again, qualitative results would be unchanged in that households

2
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maximizmg utiln:y along either the kinked segment AI of Figure 4 or the :
continuous sedgment AI of Figure 5 will in virtually all cases value the .
stamps at something less than government cost. , _

Where households fall in the calculatioln of cashr equivalents will ﬁepend‘.--
- in part.on their incomes. As incomes rise, discretionary food expenditur .
= - can also be expected to yise and the ‘1likelihood that. the bonus value will be
- .equivalent. to cash is gfeater since-there is a higher probability.that the
- recipient can be expected to purchase nore ‘food-than the food stamp allot-
. -ment. For households ‘with the. lowest incomes, bonus values can be very large -
' "and-at the same time might be expected to be worth considerably less than cash;.
b ‘for such households the'direct ‘inclusion of bonus.values into income. would be
‘ 'particularly biased insofar as such households are concerned
Whether food stanps are. equivalent to cash for individual households is .
. an empirical question. Several recent studies’ have focused on estimating '
cash equivalents (or approximations to ‘cash equivalents) of food stamp . »
o . bonus values. In broad outline their results appear to be cdnsistents: T
e rec1pient 'valuation of bonus values is below government cost (that is, o
ro the ratio of the’cash equivalent of the food stamp sub31dy to the bonus
' . value or government cost is less than ore) for lower income households,
o “rises as incomes rise, and equals government cost as incomes approach
» . - breakeven levels (that is, the income levels at which households are no
: longer eligible for food stamp- benefits) The 1nd1v1dual studies' findings :
are as. follows . _ , S

- The Clarkson study [3] computed cash equc\lalents for household sizes
1 through 9 and for various monthly- incom& levels, On average, across:
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Table 1. Rec1p1éht Valuation of Food Stanp Bonus Values,‘
. JUne 1972 Clarkson Study : .

. L% . R
© One Person -~ -« tour Persons - - ] t Persons

Selected (S VI v - 1w —w@ - : (1

Monthly Bonus Cash -, Bonus Cash ) Bonus -

Incomes Valve Equivalent (1)-(2) (2i/(1) | Valve Equivalent '(1)-(2) (2)/(1) | Valve §gglvalent (1)=(2) (z)/(x)
$ Under 29 $31 $20 Y 64v  $108°  $39  §69 36 §1so $49 $131 2
$50-69 23 22 1 98 . 96 58 38 6l 166 76 90 46
-$100 - 149 10 10 0 100 7 61- , 16 79 . 144 87 57 60
$2% - 359 - - . - - 30 - 38 0 100 93 81 12 87

$480 - 539 - - - - - - - - 55 55 0 100

. Bources Clarhson 131, selections and derivations from Table 7, pp. 38-39.

o

- the recipient populatlon, cash eqplvalent values were. 82 percent of bonus
 values. Clarkson found the cash equ1valent to bonus value ratio to rise
';w1th income and decline with household size, ceteris paribus, as shown
' ‘in Table 1. For example, it is estimated that one-person households with
B monthly*xncomes of around- $60 will value their-.food stamp subsidies &t
98 percent of bonus value while eight-person households with similar incomes
will value the stamps at only 46 percent of bonus value. For four-person
households with monthly incomes of less than $29 the estimated ratio of
- recipient value to bonus value is 36.percent while. it rises to 79 percent
: .,for such households with incomes of around $125,

, [}

o These estimates" 1mply that the cash equlvalent to bonus value rat1o -
reaches one at income levels roughlx'SO percent below the’ ‘food stamp break-
even level of income for one- and two-person households and 25 percent below -
forylarger size households. If one could assume that households receiving

- food stamps were evenly distributed across incomes below the breakeven level,
then the Clarkson estimates would imply that bonus values are not accurate

- representations of ‘incomé derived by recipients for 50 percent of one— and

" two—person households and 75 percent of larger size households. Moreover,
- the absolute dollar d1fferen A between bonus value and its cash equivalent
-~ can be very: large for low-iricome.households, particularly if they include.
many members, since bonus’ values rise as income falls and as household size
increases. . Referrlng again to Table 1, it can be seen that for four-person

households with cash income around $60 a month the pverstatement of 1ncome _—

. *if one simply added bonus values to income — would be $38 a:month or $456
"a'year were food stamps to be received-continuously over a year's time.
Such.an overstatement would amount- to oge-third of "true" income (cash

1ncome plus the cash equxvalent of food stamp bonus values). J
. ‘. ' | 28 , "._‘ ¢ i
’ ' : ' 18
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" The Clarkson study utilizes a Cobb-Dnglas"‘utility function and an

PR

'eétimate of .33 as the proportion of income-spent on food. This proportion

is held constant across all households, *regardless of income or household
size.+ The proportion of income spent on, food is a crucial determinant of
cash equivalents. Because the proportion of -income spent on food falls as
income rises and rises with household size (given income), the use of a
fixed proportion, as in the Clarkson study, will bias the findings towards.
relatively lower cash equivalents for lover incomes and larger household

ssizés, That_is,:were the study to have used’ variable proportions spent

" ‘on food in.closer approximation.:to true consumption patterns, the.fall in.

" the ratio of ‘cash equivalents.to bonys values as income falls and household “

size increases would not have been as-large as estimated in the study.:

A second study, Smeeding [16], also found ratios of cash equivalents
to bonus values to rise with income level, as can be seen in column 4 of
Table 2. While his overall ratio is 89 percent, somewhat higher-than
Clarkson's, it rises from 73. percent at annual incomes below $1000 to
100 percent at annual income levels p£ around $7000. These estimates

- allow for proportions of income spent on food to vary by income level

and household size. They are, however, only gross approximations. to cash
equivalents in that utility functions were, not utilized in deriving the

~éstimates; resulting impacts -on:cash equivalents are discussed in.the later

. section on Implementation. o ‘

‘ v C S ‘ AR
" Table 2.. Recipient Valudtion of Food Stamp Bonus o

. values, 1972: Smeeding Study . :
(L) (2) —(3) e (4)

. , Average Average e ‘ o
Disposable Annual Annual - '
Personal Bonus . * Cash : - :
Income _ Value -~ - Equivalent (1) - (2)  — (2)/Q1)
$ 0- 999 $659 $481 . $178 ~13%

.$1000 - 1999 © . . 343 295 . 48 o - 86

" $2000.~ 2999 . . .~ 297 S 261 v gt \3B .. 88
$3000 - 3999 -7 '355 o316 T 39 .. 89
$4000. - 4999 - © - 344 o310 - - 34, o 90
$5000 - 5999 . .. - .334 309 - .25 . 93 .
$6000 - 7499 ., v | 344 © 325 19 .. 95
$7500 -*9999 . 325 323 . 2 - . ‘100

- $10,000 + . 375 ’ . 375 ‘ 0 L 100

3

L

9

Sour_éeu:} Smeeding [16], selections and derivations from Table A-7, pf357

29
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Smolensky et al) 117] calculated ratios of cash equ1valents to bonus valdes
for five hypotheticaX households varying in size and income. A displaced CES
.utility function was uxilized in the simulation, and necessary parameter .

. values of the ut111ty ction were assumed. Marginal budget shares, differing

by size and income, wefe calculated from the 1960-61.Survey of Consumer Expendi-
tures. Cash equivalént ratios For these five hypothetical families are shown
in Table 3 ‘below. Unfortunately, the income levels chosen for ére 51mulat1on . or

iu ‘were so high that food stamp households with ‘such incones were .gften not.
o eligible for ‘prograim benefits in 1973 In.the states in;which’ Apuseholds.with
L ,such 1ncomes were eligible, households were very . close to the breakeven level-
of 1ncome =Thus. the Smolensky results corroborate the Clarkson and Smeeding
studles in finding that ratios are equal to 6ne fof households close: to break-
*even _income levels, but cannot be extended beyond these nartow confines.

Table 3. Ratio of Cash BEquivalent to Bonus PR

‘value, 1970;, Smolensky Study 4 Lo l}
. S : : : R AR L Ry 4
M-_-Person' Family . | Four-Person Family
_ Income 52869 1008 Income  S3414 1008
S e s4883  ha - T Of 4706 1008
e L R _ $657."2"I na -

- o . Ry o
Source: Smolensky et al. [17], selections from Table 4, p. 32.

[ ,v.l-__

Findings of several other less sophisticated studies are qualltatlvely
similar. Mittlehammer and West [10] found bonus vadues to be’ equivalent to .
cash only at incomes close to breakeven levels. Galatin [6] found that
food stamp bonus values in 197Q were equivalent to cash for 76. -percent of )
.- single persons receiving Old Age Assistance, 28 percent of coyples: receiving
O)d Age Assistance, 31 percent of two-person AFDC units and for none of the . - -

four-person AFDC units. 9/

Thgse .studies. unlformly po1nt to a rec1p1ent valuatlon in terms of cash
equ1vélents that is below bonus values (or government cost) for a s1gn1f1cant
number. of households. It ‘can be concluded, therefore, that bonus values can-—,
not be added in to income directly without. serious biasefor some households,
particularly those with lower incomes. The numbers of food stamp recipients
so affected and the precise amounts by wh1ch cash.. equ1valents fall below
bonus values, however, must be examlned 1n future stud1es.

Future work must: go beyond the above stud1es for a number oﬁ;reasons.
Several specific criticisms of the individual studiés were mentioned above.
. In'addition, however, these studies utilize data on household expenditures
‘that are now 15 years out of date. The 1972-73 Survey of Consumer Expenditures - -
may show significantly different proportions of income spent on food. 10/

. v"‘.zo




Second, empirfcal estimates must allow for variation in these proportions
not only across income.class and housenold size, but aocross other geographic
‘ or-household characteristics (e.g., age) if such factors represent signifi- -
e ‘can;ﬁ;and;rinéas‘urable differences, in individual preferences. . R
Finally, distinctions between food stamp benefit schedules,; based on
income after many deductions, and gross income must be undgrstood; if, for
example, all food stamp households had $50 a month in deductions ‘from income
so that gross-incomes were $50 higher than net incomes, cash equivalents of

’._ ’ the bonus values would be different depending upon whether .net.or gross
.7 income levels were gtilized in the estimates. o v-‘ﬁ_ S e
| Public Housing . . . v o . .47 : &

'Lowi'rent'publ‘i'c'hbusir?g%yide@benefits to recipients (tenants) in the
form of reduced rents. 11/ These lew rents are enabled by Federal loans and
_grants to local housing authoriti¢s which provide a specified amount of hous-

ing services to tenants.” Rents are set by the;local housing authorities and
- reflect income and houseliold size among other tactors. Gross. rents cannot: ‘be
greater than 25 percent of ir;gome . o R )
"~ « In effect, then, the potential tenant is offered a fixed amount of hdusing-
. aalices —-0C in Figure 6 — at a specified rent — AD in Figure 6. His.new -
. budget constraint consists of his, pre-program budget .constraint, AB, or the new
point, E, ‘Where he will consume OC units of hbusing and OD units of all other -
goods. The indivisible nature 6f the transfeér has two impartant implications.
 First, the participation decision is congiderably more circumscribed than with - -
" an open-ended. voucher program like food ‘stamps. Secondly, the recipient may
- Beé forced to underconsume, and thereby be less well off.than with an equivalent
cost cash payment; under open—ended vouchers such as food.stamps or rent supple-
_ments, forced underconsumption will not occur. . R o

' Goods ' FIGURE 6 S e
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.~ These potentlal s1tuat10hs are 1llustrated in Flgure 6 I1f the publlc
‘housing offer falls below the old budget constraint, or if: the rec1p1ent has
.« preferences qidentified by indifference curves.X or Y,* the 6ffér’ of public housing
if‘w“w(point/E) will beé refused. For others, for example one with 1nd1fference gurve
" W, the offer will be accepted; “fot this individual, however, it is worth lésss: .
s «+. than an equivalent cash transfey which -would have pefmltted him to consume more -
’ .housing services at a hlgher'reht Omly for individuals w1th'preferences ¢
represented by indifference cirve 2 will the publ1c houslng make’ them as-well
. off as would an equlvalent cash transfer.

Publlc hous1ng transfers present another valuation issue that does not
arise with voucher programs that operate through existing markets: that of
" - true resource costs differing from governmental outlays as a result of in-
.« efficiency.  Under public housing programs, housing services are prov1&ed
.7 directly by govqrnmental Eodles. If sgth bod1es are less efficient providers
.. of housing services than the prxvate market’ seqtor, governmental cost:will - R TR \
' be greater than market value or resource cost ih providing the identical B
~Serviees. Should governmental cost be used to measure” transfers to recipi-
ents, then, benefits would be biased upward by the excess of such costs over
true’ resource costs.

\ Recently available estimates of rec1p1ent beneflts from hous1ng transfers
o ‘showraverage cash equivalents to be 51gn1f1cantly lower than in the food stamp
© " progtram. Murray [1Y} calculated. cash equlvalents of pup11c housing benefits"
utilizing:estimated parameters of both the Cobb~Douglas ahd ‘the generalized
CES utility functieris.- ‘His. estlmates,,us1ng the CES spec1f1cat1on, show

..._ ai ayerage cash equivalent to government cost rdtio of .66'and an’averagé: - .- ..
.Y gash equ1vaIent to market value ratio of .84. The ratios vary across . .
'household sizes and composltlons, as'tan be seen 1n Table 4. o T gt S
- ¢ N N Al A Y;

N : - . ® .
.
z . . “

Table 4. Recipient Valuation of Public Housing Subsidies, _1968: Murray Study

DS Y ) e T, ) IR -3 I (] T, - (8) D
pmuy K S /M;r(\fet L CES Utility ‘Functlon Cobib-fuglas Utility Funct1on Y -
'tont)Osulorf /. Monthly - Valpe of . Monthly Monthly e
Size—No. Minors Subsidy 1/ - Subsidy Cash Equjvalent (3)/{1) (3)/(2) Cash Bquwalent (6)/}1) (G)ZQ) R

. ’s ’ . L { h
1-0 $ 85 S 67 0§63 © 73 rM $55 . 64% 2%’
2.0 - ., 113 89 A 1 .63 80 . 71 63 80
-1 - o 110 Y : | S N 65 - 76 -~ 63 .57 - 13
3-1 144 114 ) - 87 61 76 i 96 67 84
3-2 : 128 101 . 90 , 70 89 84 6& 84
t4-2 . 152 ° 120 . 102. Q7. 84 92 - 6 76
4-3 ‘ © 153 122 ) 86 56 71 " 100 66 82 v
5-4 ¥15 140 117 67 83 . 120 . 69 © 85 s
. 65 : 182 146 125 69 86 ¥ 116 » 64 80
Average . : 119 94 : 79 , 66 -84 - 76 ___64 . 81
- . L - oy . ) ‘. . Y {- "
Saurce: Murray [11], 5e1ect1ons and derivatmns from Table V, P. 783 . ) e e . S 3
L . Pp : Ly
1/ Murray assumed that government cos!:s are 17 percent greater than market values . )
This assumpt ion was based upon HUD estimates. . . ELEEE TR &y ’h ' ok
o _ Wi R -
R 32 - - i
. 3 #N R : " oL . \ - : » ’
t . b . . [
_ - 22 ..
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The Department of Housing and Urban Development estimates a somewhat
lower ratjio of .55 between governmental (Federal and local) outlays and
recipient benefits in public housing. That is, only ‘$55 of every $1.00

* spent can be viewed as berefiting the recipient. 12/ These estimates are
copsistent with' those developed by Kraft:and Olsen< [7). utilizing a small
Ly sample of public .housing tenants and nori~public housing rehters.in-'five =~ '3
g % citles. For this sample, the gévernment cost of..the subsidy averaged .
o from, $52 to $138 per month depending on income class (column’ 1 in Table-5) + "
" . -a’ and the value of the subsidy utilizing the market value of the housing - ..
4 7 7 .services provided ‘averaged from $32 to $103 (column 2). Estimated cash
eguivalent values of the subsidy range from $12 per month at incomes of
~ $7000-7999 to $96 at incomes of $3000-3999, Cash equivalent to government .
- cost, ratios, $hown in column 5 of Table 5, rise with annual  incomes over .
' . the lower ranges and then fall at annual incomes beyond $4000. These
. ratios never exceed .70 percent, ‘on average.across.an income class, and '
are as low as 23 percent. They average 55 percent for all sample families.
. Kraft and Olsen estimate that 34 percent of the sample families occupied -
Thd T« wobse housing .under the.p{bl ic housing program than they would have « . :
.  6ccupiedin -its absence. 13/ I T :

[

»

. ’ - . . . | . . ! .

Table 5: Recipient Valuation of Public Housing Subsidies, 1972:.
2w " - r7 . Kraft and Olsen Study . '
Co T U T L ) VRN ) B () U
. ‘ ' *" < Monthly Value - Monthly '~ ° o

Ml ' Monthly of Cash R ’ )
J- . Income Subsigl Subsidy .__Equivalent - (1)-(3) _(3)/(1) (2)-3) (3)/2)

©§ 0-999 s 87 IS 66 $40 St $47 ¢ .46V .$26. 614

¥ $1000-1999 © 125 A T 78 Y 62 . - F 16 83 !
. §2000-2999 133 : w01 .93 0 . 8. .9
- $3000+3999 . /ns S ' 9% Y] 70 S 9 .

5.

LY " $4000-4999 128 s 97 . 86 - .42 67 on . 89
T $5000-5999 | 112 ~gp . . 66 o 46 5% 7 1 85
¥ $6000-6999- . 75 -'/EV B R ) TR L 7 Yo gl e 24 4860 L
S $7000-7999 - 52 32 o120 0 » 2 v 20 0 ¥ 38 CRE.
. Afecege 9% ., _ 54 ‘ 45 - 85 o M,

N ' o Source: kra(t and'OI,serg'lH. selections and derivations from Table 5, p. 19.. Data in columns
. Coe ’ -1 and 2 were provided by Edgar Olsen. AU
~ The.combined effect of a large annual subsidy from public housing .and
' low cash equivalencies per dollar of subsjidy would point to serious bias if
government outlays on public housing were to.be direct]y imputed to recip-
} . jent~ incotes,. Incomes might be overestimated by as mtich as $800 ¢on average

_ . .. over one family-composition) and often by very large proportions of pre-publi _
- . housing income. . ‘ LY R R T
. Medicare and:Medicaid = - | | o
[ ST » ' . ' .. ‘_ k . . . = B
e ’ ' The‘Medicare,and Medicaid programs provide health benefits to eligible -
v ! per3bns by reimburging fully or partially health care providers for specified
.~ hedlth services. /Médicare extend§ coverage to the aged and disapled populatiens
Y e-ligib‘le."fo;r.fspg" ] Security or Railroad Retirement. It covers specified |health
. setvices subject ‘to Vari@s deductibles and coinsurances clauses; the Hospiltal

, wolL ] ; R S L o '
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,{con51der'a variety, q%airuc1al var1ables which affect an individual's demand
ot prefefences for h

. . -
~ 2
-

Insurance portion is free while Supplementarv Medical Insurance has a premlum ‘
which covers about one-half of costs and is currently $6.5/0 per ‘month, Medicaid. -

is an. income-tested state’ program, partlally finanted by tﬁe Pederal government,.
- -that. provides benefits to persons and’families receiving public assistance and
" '....in some states to.those who would be ellgible for public assjistance were their .
.+ incomes not above state public assistance income:limits. 'Medicaid differs
+:from state ta. state in the services covered and in its deductible and coingur-:.

¥ ance: prov1s10ns

There ahe; however,.no premlums requlred for coverage. ' R

’ 'i \;

_ Total government outlays on these ‘two programs obv1ously reflect ‘ekpendi-; .
tures*on health cdre df the’ élig;ble population. The. ,more that is :ﬁent on

health care, the higher are government optlays. -This'same relation ip ‘holds-

for the individual person or family who participates in eitheér of" these health

programs: the more it 'spends on covered health care), the higher will be<the
subsidy 1t receives from Medicare or Med1ca1d '

o But, ‘to v1EWfthe dollaf sub81dy (that. is,. the outlays under Medicare and

fMedlcald on behalf.of the particular recipient) as ‘a benefit to. the reciplent
‘irplies that. the more a'famlly spehds 6h health care, the better off it is

(since its subsidy would be higher). - The strong inverse-relationship be-
tween health status and health care expendltures makes this result untenable. 14/

A more acceptable approach where the welfare of individual rec1p1ents is
at issue is to. view Medicare and Medicaid as health insurance pollcles. Persons

.and families eligible for these programs will then be viewed as receiving a
‘benefit whethér or not they actually consume health services durlng the time

period of concern,, In this framework total: premilims (subsidized and pajd by o

rec5p1entsi 'will be. .equivalent to the actparial.value of the program. and the
subsidies will be equal to program outlays less any preM1ums tequiredof ' s, .

. the rec1pient

When these programs are wiewed. as health 1nsunanoe, 1t is pecessa y to .

(8

th insurance. First s the expected need for“health
services or the probability of illneSs (wé&ighted by the cost. of"treatlng ~ S
such an-.illness). The higher the probablllty of illness, of course,“the N
greater is the demand for health 1nsurance, ceteris paribus. This variable

. serves to assign higher benefits from health insurance to those with higher

_' health eypenditures. As a class, the aged are expected to have greater: need

'familiesu so h#ive greater need as a result of poorer health status. Second,

Services and there seems td be .growing .evidence that ow-income ‘

dccess tolhealth care certainly affects the demand for .health insurance. -

A family with'superior ‘health “insurance beéhefitg little. if. there aré no .
doctors or hospitals available. In this regard, rural areas are- thought to*
have particularly severe problems with respect to health care availability.’ .,

-Third, the extent of desired risk-taking will differ %cross families. The

greater the aversion to risk,.of course, the more valuable is health 1nsurance.

~ These factors, together with income, will 1nfluence the preferences of .

B persons' and famllLes for the insurance value embodied in the Medicare and:

. Medicaid programs. If preferences for health’mnsurance are low enough,
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E -_certain eligible famu.*ies (indifference curve X in Figure 7) may choose
~ . not to participate in the Supplementary iledical Insurance portion of Medi-
' care. . Since the Hospital Insurance pportion of Medicare and Medicaid
mvolve no premiums, all ellglble families should participate.

t_:‘:‘_‘&;: .. The cash equivalent values of Medicare and Medicaid, viewed as health
#7-177  insurance polities, are depicted in Figuré 7. A health insurance policy
S .Y, of oC is Offered under Medicare and/-or Medicaid. Urder Medicare, premiums
"+ of AD are charged pelicy helders' and the new budget condtraint is AGIE.

, Under Medicaid, which charges no premiums, the new budget constramt is AJF.

S Given {:he budget conétramt AGIE ;- 4f an‘individual's preférences are

v L 'represented by indifference curve Y in Figure 7, he will;chogse to supple-'

" ment the health insurance coverage provided by 'Medfcare with a-privately-
secured policy(iés). As with food stamps, observation that outlays on -the
-good in question exceed those provided by t:he ptdgi'am is”a sufficient condi-
tion for a tash equivalent value equal to government cost. 15/ For individuals
with preferences represented by indifference curves W and z,_however, a higher -

. level of utility could have been attained had the transfers been in the form
of cash, as. shown by pomts t and. s on the higher mdifference curves W' ’

and Z' , S v s
: : . »
FIGURE 7
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N Several .additional factors m1ght impact on the translation of .government
' outlays-into cash equivalencies in these programs. It was mentioned earlier
in this section that recipient valuation might be greater than government
cost if market imperfect1ons were reduced. To the extent that Medicaid,,
- and to a lesser ‘degree Medicare, have improved access, to health ‘care among
. lower~income, households, this effect cannot be dismis: _ Operating.
the opposite direction, that is to reduce the ratio of - pient val tion _
‘to government cost, is the possibility that government outlays on theése' =~ -

-y programs are gréater than in the piivate sector. Such an outcome. would - -

-+ be possible were Medicare and: Medicaid patients either tharged higher.. B
fees by health care providers for the same service o ovlded with more .

s services {elg., operations or:X-rays}. than are medicai" neCessary relgtive PRI
to privately-insured patients. ‘ .. '

o F1nally. some menﬁlon uu$t be made of‘the 1npacv~which the sharp rise iny:

v cosat of health services over recent years had on thé premiums of Medicare

- and Medicaid and, thus, on'their @¥sh income equivalents. It is estimated

.. ‘that one-half' to two-thirds of the $7.0 billion or 40 percent projected

" increase in ‘Medicare’ and Medicaid outlays ‘from fiscal year 1974 to fiscal

year 1976 (estimat will be due to higher costs of medical services. 16/ ~
~While some of “the hi gher costs may reflect improvements in the quality of - ™

* medical. services, price rises have undoubtedly been sizable. ' It is unclear. /
how price rises should be handled in the context of in*kind subsidies and’ ’
their cash income equivalents. Ideally, of course, total income in current
dollars, including in-kind subsidies, should be deflated by an appropriately
weighted price index. Or, if the meagurement of poverty is the sole concern; *

~ the poverty line m1ght be adjusted upward Ry an appropriately weighted price.

""  index while. incomes remain in current dollar terms. In practice, however,
there may be no appropr1ately weighted price index where :goods consumed

- by families are subsidized, i.e., where expenditures ake zero or substantially

_below cost. For example, if health care were provid ree to a3}l families,

./ or at a nomlnal cost, presumably weights attached to health care in any price
index would be very low or even zero. Yet, if health care subsidies are-

- added to ‘income in current dollars and health care prices are rising, real: «
incomes of families will be overstated. l7/ It may be necessary, then, to
convert the income derived from some in-kind transfers into real terms apart '

'from application of overall pr1ce 1nd1ces to total ‘income. °

Yoo -
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‘ These cons1derat1ons, and the factors affect1ng 1nd1v1dual preferenpes
" noted earlier, complicaté the valuation isswe for Medicare and Medicaid and
are generally not reflected in:the available estimates of reC1plent benefits
from these programs. With these programs regarded as health- insyrance
. policies, Smeeding found the ratio of recipieht’cash Valuat1on to government
» cost for Medicare and Medicaid to average (68 in 1972.° As shown in column 4°
.. of Table 6, the ratio rises from .58 for, the lowest income households to "
- .85 for the higher:income households. Th1s rise reflects two .factors:
(1) a falling proport1on of families eligible for Medicaid as versus
/ Medicare as income increases, in conjunction with a higher Medicare ratio; A
" Smeeding found the ratios of cash equivalents to cost in 1970 to be .63
for Medicaid, .93 for Med“sare, and .81 if botp Medicare.and Medicaid were - -
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Tabsle 6., Qlécxpxent Valuat:.on of mdicare and Msdicaid s
_ 1972 Sreedmg Study RN

S ‘ o [$9] <€) - 13} 7 5) LD ). L))
LA ’ Average Average . T Average “Average -
g Disposable Medical’ Avnual 7« Medicaid - Annual ,
S - Personal - Insurance - Cash . . Subsidy “.Cash :
" Income Subsidy 1/ Equivalent  (1)-(2) (2)/(1) 1970 Equivalent (3)-(6) 2/ (6)/(3) 2/
PR o §e 0= 999 3641 $373 . $268 ' 58y . $32% $152 $173 4
Loy U 1000~1999 . 86) ¥ . 468 . 395 . .. - 54 . 4 73 200 . 52
2000-2999 661 . 3937 268 59 499 44 285 - 49
3999, L7 S . S 190 - 64 397 268 129 60
4 999 -. 464 326 158 ) 67 373 . 284 89 76
' 5000~-5999 a4 . 328 146 69 368 276 92 s 7 :
6000-7499 495 336 - 149 70 323 - 293 . 70 : 78 . Lo
7500-9999 . 440 © 339 101 n 260 213 “ 82 . .
r $10,000 ¢+ 375 , . 317 . 58 -~ 85, 318 . 282 36 89
. . . . : . °
) - . — '
Source: Smeeding [16], selections and derivations f‘ou Tables C-7, p. 359, and D-7, p. 362, t )

1/ Includes Medicare and Medicaid.
¥se estimates should not be compared with those shown in columns 3 and 4 for Medicace
Medicaid together since they are for different years and since Smeeding found the
ratios of cash equivalents to goverrment cost (columns 4 and 8) to fall considerably
fro- 1970 to 1972, . )

received, and (2) a rise. in the ratio within each progr'am" as income rises,
as.can be seen-in colum 8 of Table 6 for the Medigaid program.

.- The ratios of cash equivalents to government cost found by Smolensky -

) et al. for five hypothetical families are somewhat higher than those found .
by Smeeding. The four-person family with an annual income of $4706 receiving -
Medicaid, -for exanple, would value it'at 74 to 85 percent of government cost,

. as can be seen in Table 7 These ratios also rise with inoome ‘

C '
: + Table 7, Ratlo of Cash Eqmvalent to. Govermt-mb
. Cost, 19%0: * smolensky Study o
_ . . _ Medicare Medicaid ~
o, ‘ © .‘M-.Ponon Family ; )
- .. . . . Income $2869 . LT Bl-89% .  64-T68
AN o NThE . s4883 ; ~+ 91-95% na
\ e, - ¢ Four-Person. Family o
¢ T Income $3414 : ’ na 67-76%
] $4706. . ‘ © na 74-85%
- o $6572 : na . ona
. - Source: SInolensky et al. {17], selections from Table 4, p. 32. oL
. . r . .
J - . ’ B ) \\\ N ’
b ) ’ !
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" As with the jfood stamp and public housing programs, true incomes would be .
overstated wgrefdedicare‘and'Medicaid valued at the cost to the government.
This bias.would be particularly serious for Medicaid where the recipient
valuation appears to.be-less than thtee—quarters of government cost for most
‘recipient- families. . Incomes might be overstated by more than $200 a year in -
' some income classes, representing a 10 to 25 percent’'upward bias. -

"Bundles of Subsidies | | Lo

Families and }ndividuals'may often receive more than one type of in-kind
. subsidy. The hameowner who can deduct interest and property taxes from income " -
for Federal income tax purposes may well be receiving subsidized health insur-

“ance from his employer. Among the four in-kind transfer programs discussed in -,
this section, there are considerable overlaps in coverage. The family receiving

‘cash public assigtance, for examgple, is at the same time categorically eligible
for Medicaid and for food stamps and might be living in public housing as well.
The aged individual receiving SSI may well be receiving food stamps, Medicaid,

and Medicare benefits. ‘ . . PR S

In estimating cash equivalents of in-kind income’, it is necessary to~Specify

bundles of subsidies received by families since the valuation of any one subsidy- .

may well depend off the entire bundle. This follows from the shift which occurs
‘in the pre-program budget constraint with the receipt of subsidies other than
the particular subsidy (which we.will call the "marginal subsidy") being valued.

’ 'Receipt of other subsidies will shift the budget constraint outward, that is,

raise the recipient's income, and may alter .the slope of the budget constraint .
as well, that is, change relative prices between the marginal subsidy and all

other goods. With an altered pre-program budget cohstraint, recipient valuation '

of the marginal subsidy may change. Exactly how it changes -- whether higher or

- lower — is a complex process, the outcome of which is not obvious. Neverthe-

less, several important effects can be identified. "First, increased income as

a result of the receipt of other subsidies can, ceteris paribus, be expected

to’ increase the cash equivalent of the margipal subsidy. Second, the degree

_ to which the subsidized goods are substitutes will also be important. For .
example, Medicare and Medicaid afe:.largely substitutes. Individuals enrolled

~ in both will value the two combined less, relative to govermment cost, than

they would value either singly. And for food stamp families whose thildren

receive free or reduced price school lunches, the value of the full food stamp

allotiment may be less than if it were the only food stibsidy received. :

The Smeeding study does not value bundles of subsidies simultaneously.
The Smolensky study does value bundles of subsidies jointly. In doing so,
. it was found that for food stamps, public housing, Medicare, and Medicaid
. jointly the ratio of recipient cash value to government. cost was 83 percent. '18/

IMPLEMENTATION
Implementation of a-cash plus in-kind income definition will require

work in several areas: (1) a methodology for deriving cash equivalent estimates;
(2) collection of information on the Feceipt of, and subsidy from, in-kind

. - s
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, " dubsidies on household surveys; and (3) possible changes in the poverty
threshold. These topics will be discusscd in turn. L

/ .. ‘s

Bstiml;tes of Cash Equivalents
: T v N r - - .

The previous sections have described a theoretical framework for converting- -

ingkind subsidies into cash income equivalents. Estimates of cash equivalents :

' - from several studies that have attempted to inplemnt'sudm a framework were

also presented. Several of these studies illustrate the difficulties inherent
in doing so. One study (Clarkson) utilized a utility function which, while -
. tractable, has properties unacceptable for our purposes, namely constant
proportions of income spent on items consumed.  Another (Smeeding) by-passed
utility functions entirely and der jved estimates that are only gross approxi-
mations to cash equivalents. A third 'study (Smolensky et al.), faced with

the difficulties of utility function estimation, chose to simulate cash -
equivalents by assuming varlous parameters of the utility function.

1t is not within the scope of this paper to discuss utility function -
estimation. If the adoption of an .income definition that includes in-kind
income is contemplated, then the first step towards i.np,lementation ghould be

. a study of the feasibility of estimates that are derived from utility functions.
Functions capable of estimation must be studied for the degree to which they

are characterized by properties deemed essential to the analysis, such as
absence of restrictions on price and incomeelasticities. 19/ Moreover, the
earlier analysis makes it clear that both preferences for specific subsidized
goods and the subsidy itself will vary by different demographic characteristics
such as -household size, age, and location. Cash equivalent estimates must allow
. for such variatjon by allowihg utility function parameters to vary across relevant
subgroups. Finally, it would be desirable to know the sensitivity of the cash
equivalent estimates to alternative forms of the utility function. Murray (11]
 found, for example, that public housing cash equivalent benefits for one family
composition differed by $14 a month — ot a 10 percentage point difference in
the ratio of.cash equivalents to government ~outlays — depending on whether

the CES or Cobb-Douglas function was utilized. : . _

* An approximation to the utility theory approach for valuing in-kind income,
. which is less desirable from a theoretical viewpoint, but easier to implement,
" is that contained in the Smeeding study. An OMB Interagency Committee, in
reviewing poverty and income statistics in 1973, also mentioned sueh an approxi~
mation, calling it "net funds released for additional uses."” 20/ Such an approact
‘adds the in-kind in , valued at government cost, to cash income. Expenditures
_ory the specified, subsidized good by the recipient of the in-kind subsidy are
gen compared to expenditures of a non-recipient with similar income (and similar

mographic characteristics). If expenditures on the subsidized good by the
recipient are greater an those of the non-recipient, the value of the in-kind
income is reduced by tt . difference. For example, if a Medicare recipient (with
~ no other health insurance.policy) had cash income of $5000, if the health insur-
_ance value of Medicare were $500 at government cost, and if a non-Medicare recip~
jent withecash inc;ome~of $5500 spent $300 on health insurance, then the in-kind

_income, from Medicare would be valued at $300.
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Procedure thus leads tolestimateq cash equivalents thut are below true .
* values, Operating in the opposite direction, that is, towards cash
' _equivqlents that are too high, is the bias imparted by add»ing the subsidy

should have been about $5300, not $35500. This biag becomes more serious
the greater the number of subsidjeg feceived by a single recipient. In
general,xsugh an approximation cannot deal appropriately with bundles of
. 8ubsidies and the manner in which the demand for one subsidized good ig
affecbed by the réceipt of other subsidizeq goods which are to varying
degrees substitytes, . . . '
, -Another difficulty 1nvolving the empirical j lementation of this R
approximation which may be important for the ut:ill-,i'Ey theory 'approa'ch‘as“wel'l‘ .
is the 'possibility_# that no comparable yet non-recipient group exists. If,
for example, virtually no families are without sybsidized health ingyr
there will be no group whose demand for health j Surance is free 'of a Subsidy
element. Food stamps provide another case in pgint. All households with low

©  The above problems notwithstanding, thig approximation approach js wor thy
* of further exploration. Indeed, any implementation Study should deal not only
with the varioug problems of utility function estimation, but should assess
approximations, including the one discussed above, that will be more tractable
- than the theoretically desired approach. Direct recipient estimates of willing-
ness to pay — for example asking a recipient of -food stamps how much cash he
wouldapcept in lieu of the food Stamp: bonug — should also be explored although

from, in~kind income. Statistics on income, income distribution, and poverty
are compiled from data collected in household SUrveys. The decennial Censug
and the March Current Population Survey, described in other tephnicai papers - S
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) assoc1ated W1th th1sestudy on the measurement of poverty, are the prlmary

g

- other types — publ1c hous1ng or private health insurance — data problems

“sources of ‘such statistics, In order. for .in=kind income to be included -

~in such statistics, these surveys will havé to collect information on - - . i
" in=kind income received by individual households. Such 1nformat10n is ' :
somet imes difficult to obtain and, in addition, samples may not-always be

- of suff1c1ent size to 'allow population estimates within acceptable con- -

- fidence limits. Even when feasible and: statlstlcally acceptable, such *

“information would entail a considerable increase in the length of the _
. current Census and CPS 1nterv1ews and mlght, in fact, requ1re ent1rely ‘ B

new household -income surveys. .

.
-

Several aspecEs of. the collect1on of 1nfonmat10n on 1n—k1nd income.

 received: “by households are touched upon briefly below. Clearly, ‘collection - '5'

d1ff1cult1es vary forighe different types of ‘in—kind income. In some, S
cases ‘there are no seffous problems and such data are currently being . . .
collected on household surveys. Food stamps is a case .in point. For - '

: may be severe. e S : e

Rec1p1ency ' . o ,i: N .

Does a household (or do the var1ous members there1n),recere 1n~k1nd
_income?2 Two .aspects of the problems associated with identification: of

. rec1p1ents are important. First, can households éorrectly identify rece1pt

of” 1n-k1nd income? - In some ca — food stamps, Medicare, health insurance

= households can 1dent1fy the eipt of such benefits.  In others, it may

‘be more difficult. For example, Medicaid goes by different names in d1fferent

. states; and, in additioh, households eligible for, but not using, Medicaid over

a given perlod may have to be otherwise identified. Or, does a family know.
‘'whether it is living in’ low-rent public hous1ng or- rece1v1ng sub51d1zed med1ca1
care from a publlc hosp1tal°

Second, can- the, survey s sample size (1 €.y the numbers of households inter- .

" viewed) support reasonable’ population estimates for.highly localized subsidies,

-

v

-

as in public housing," or for multiple receipt of subs1d1es, where: 1nc1dence '
across the entire populatlon may be low?

Rec1p1ent Subs1dy

What subsidy at prov1der cost does the rec1p1ent rece1ve? Here part1cularly,
-collection difficulties differ across types of subsidies. For Medicare and .. -
Médlcald, evaluated as health insurance policies, government outlayszcan be- ...
_ spreadsacross enrollees’aid it is thus not necessary to ask recipients about =

" the ‘amount of subsidy received. For food stamps it is necessary to ask house~.
holds what they pay for their stamps and what their stamp. allotment is, easy :
enough tasks. Public housing presents a more difficult problem, requiring not
only the rent a household pays for living in a public housing unit, but identi-
ficationr of the locality in which the household resides, and perhaps 1nformat]bn

" .on some characteristics of. the. housing unit.(e.g., number of rooms); these

_latter data are necessary to permit a market value.to be placed on the public
housing unit.by utilizing outside informatién from HUD or other sources. Sifnilar

L]
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- difficulties surround private health insurance. Not only is_ it necessary
.. to know what the household pays in premiums, but the characteristics of
" the policy must be known as well since these characteristics determine its
. ‘market value. It is unlikely that the household will know these character-
istics; thus, outside sources such as employer or insurance company records
" iay be required. For, subsidies to homeownership through the  income tax f -, "
~ system it would be necessary to know not only the deductions’ taken for . -
/ mortgage interest apd property taxes, but the family's marginal tax bracket

 Poverty “Threshold

'+ - The official poverty threshold is ba;‘fed upon the: cost of\r_hg Depar tment
- of Agriculture's (USDA) Economy Food Plan and is blown up by theinverse of '
~ . the average food expenditure. to income ‘ratio of the U.S. population, as
 measured by the 1955 USDA food consumption survey.. . Income as' defined and - \_
measured in the 1955 survey included only cash income. ' If in-kind benefits
are added to -income, in order to maintain consistency between income and- .
‘the poverty-threshold (as currently defined), the threshold should be in- ~
creased to the degree the food consumption to cash plus in-kind.income ratio
-is’reduced.. 21/ o . v S - :
: The food stamp program by itself does little to alter mean income across
the U.S. population. When reported fodd stamp kx values were added to 3974
. incomes, annual mean income of .families rose By $45 and of individuals by $15
— increases of only 0.3 percent. 22/ Inclusion of health insurance.and hous-
. ing subsidies would, of course, have a much more dramatic impact on mean income. .

. Mention was made in the Introduction and Summary of the inadequacy of cur- °
(/rent poverty statistics in the face-of the food stamp program which provides . -
. recipients with the Economy:Food Plan in the form of the food stamp allotment
at reduced cost. One method of allowing for the receipt of food stamps in the

measurement of poverty that is hot without appeal is to adjust poverty thresholds
directly. -That is, for every household receiving food stamps, the household's.
poverty threshold would be reduced by the bonus value or transfer from food
stamps. Several arguments can be raised against such a procedure. First, the
. “adjustment of the poverty threshold over a period gf time has not kept pace’ .
- with the rise in food prices. In recent years the®threshold has been adjusted
by the rise in the CPI which has lagged behind the rise in food prices alone.
Thus, food Stamp. allotments are not currently equal to .the food base of the ...
povetty threshold. Second, food is the only budget item explicitly accéunted
- for in the poverty threshold; were health and housing benefits also to be
‘dealt with, they~are more appropriately handled on the income side of the
. equation. Finally,-adjusting the poverty threshold for_ food :stamps might
improve poverty measurement, but it would.do nothing to improve relative
- measures of povepty ‘or analyses of the distribution of income. Such
analyses are of al importance to the measurement of poverty.: Adjust-
ment of incomes f£or the receipt of in-kind subsidles would provide the
widest range of information about relative well-Being of households,
permitting analyses of pocggty or of .the distribution of income.
RN ' ' e ( :
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. In sumnary, irrplementation of a cash plus 1n-ﬁind 1ncome definition .involves
three steps: (1) collection of informat.on in household surveys on’'the receipt’ v
of the various types of in-kind i and of the subsidies received (or at least
of the information necessary to défive the subsidies received); (2) determination
,of the cash income equivalents of the in-kind income; and (3) possible alteration
‘of the poverty threshold. It is the general thrust of the discussion in this
section that inplementation is net a smple matter on any count.

- Data collection ‘problems, Whlle mconsequential for some subsidies such as
- food stamps and Medicare, can be ‘serious for others.. Sufficient resources could
probably overcome many of these problems, -enabling long-and .detailed household
questionnaires and associated checks of administrative records such as those
of health insurance companies. Whether such respurces would be made available
is, of -qourse, uncertain. If'not, some types of in-kind income could not be"
valued.. Then a decision would have to be made whether to include some types’
and not others — e.g., include Medicare and Medicaid, but not private health
1nsurance —when domg «SO w1ll distort income conparisons across households. 23/

- ® , ¥ : » .

- After data are collected, the estimation of cash equivalents remains. ‘

' The earlier discussion stressed the biases that would result if in-k ind inccme
were to be valued at provider cost. It showed that the theory exists for the *
‘estimation of cash equivalents, although implementation of the theory is diffi-
cult and must be explored further in order to determine the best approach.
Clearly, though, some approach can developed and fully implemented and, =
while subject. to some estimation efror, it will give a truer picture of the /

lue or income equivalent of in-kind income than if provider cost were,
ilized as the standard. "Once a technique for estimating cash ‘equivale nts
1s developed there is no reason why food stamps, at least, could not be’
included in 1ncome on a regular basis and utilized in, poverty measurement.
\ ,

. Finally, lest the reader, faced w1th the. difficultiés of inplementing
the aBove framework and the need for making estJ,mates, opt foés the current
situation which may seem less arbitrary, it should be stressed that to ignore

in-kind income is not to avoid the problem. Rather, to ignore-in-kind income
is 1nplic1tly to place a value of zero upon it. And-the earlier discussmns
‘have madé it clear that 1n—k1nd mcome is, on the contrary, worth substantial
sums’ to many families. . -
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IMPACTS OF CERTAIN IN-KIND PROGRAMS ON* mcom: AND POVERTY S S

' 4
iy The preceding 5ection presented a framework for measuring how' in—kind income "
 affects indiVidual rec1pients.t The subject of this section is how tertain in- .
" kind programs affect income totals and distributions and numbers of persons in:
poverty. The magnitude of ‘this effect will depend not only on the degree to
~ which government outlays can be viewed as Aincome to recipients, but also on
* the overall size of the in-kind programs (the number. of recipients and the aver-
~vage subsidy) and. on the distribution of program outlays among families at -
-+ .yarious income levels. In this regard, the poverty status ‘of recipient families
'is of particular interest.

Income impacts, and particularly poverty impacts, of in—kind programs are -
. poorly documented-and; indeed, are somewhat unknown. This section, thus, begins
;,-rby describing briefly the eligibility criteria -and benefit schedules of the .
four programs on which this study focuses: food stamps, “Medicare, - Medicaid, and
“public housing. + Any information that is availaple on the income” and poverty
status of recipients is also put forward. The extent of multiple program.
receipt is then assessed. Finatly, the findings of several studies dealing with
- the’ anti-poverty impacts of food stamps separately and of the four in-kind pro=
grams jointly will be discussed. . SN
""- N . : : ‘

PRCERAM DESCRIPTIONS AND IN(I)ME STATUS OF RECIPIENTS

Food - StirrE :
)
The food stamp program permits households which meet income and’ asset
eligibility standards — and a work requirement test — to purchase food
~ coupon® at.a zero or reduced price. The food coupons may then be redeemed
. for mest feod items at participating grocery stores. The difference between
the value of the food coupons and the price paid for them is the transfer
deriVing from the program — the so-called bonus value.

.'{

 The program parameters t determine - program benefits ‘and eligibil ity are
. the coupan allotments (that is$ the value of the food coupons) and the purchase
requirement (that is, the price that must_be paid for the food coupons)
" Allotments are based on the cost of the U.S. Department of Agriculture's
Economy Food Plan and vary with household size. Current monthly allotments
. afe shown in Table 8 and are $48 for a one-person household, $162 for a
four-person household, and $278 for an eight-person household. ¢

Purchase requirements can be.no more than 30 percent of a household's net *
inc . The program's benefit reduction (or tax) rate is, thus, 30 percent and,
in conjunction with allotments, determines maximum income éligibility (except
for one-person households). This relationship is allotment +.30 = maximum .
income eligibility, or, for a four-person household, $162% .30 = $540. e
four-person household with countable monthly income below $540 is, thus, cur-
réntly eligible for the food stamp program. Current income limits for all «Shze
households are shown below. _ : _ L ,”)

-~
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170 to 189.99

190 to 209.99
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230 to 249.99
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270
290

888
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360
390
420
450
480
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Nmber of Perm in Household:

2

Honthlc

4
6

8
10

12
14
16

18

21

24
27

30

33
36
36
38

3

Allotments:

1 " 0
L4 4
Y7 7

10 10
12 13
15 16
18 19
21 21
23 24
26 27
29 30
32
35 A 36
38 - 40
44 .46
50 52 -
56 58
62 64
68 70
I R -
+ 70 82
94
‘100
109
110

35

38 3% 5128 . 3162
Monthly Purchase Rsﬂtranent:

1

0
4

138

ki

1<
|

. 164

< 6
$222

7.

21
25
28
32
35

38
. 41

\
44

50
5
s
68
74
80

. 86

92

98

107
116
125
134

.3

‘152

161 -

170
179
188

197
206

T 214

1

214

214
214

S

Ehilauce.

234
238
238

l 238

‘For each dditional household member over eight, add $22 to the eight-peraon allotment.
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‘Table 9. ‘Maximum Income.El 1glb111ty Limits,

. oy --July-Decarber 1975 . . X
s - Nunber of Persons ) Y Monthly '
. Y In the Household ; » Income Limits :
" 1 - : . $215 L I ,
e : 2 . 300 ST =
s 3 € | a2 : .
.4 . . 540 .
NG 5 : 640 ¢
: 6 B T I
, 7 R 833 ¥ :
.- ' . -t » B T 926 ’ S0
- : Each additional person +73 : '

- .- The annual' incomes implied by the above monthly amounts range £rom $2580 'f‘,)_"“_
for a one-person- household to $6480 for a’ four-person household to $11,112 for -
an.eight-person household. Except for the one-person_household, these annual .

income eldgibility - limits are ‘above '1974 poverty threshold$. Moreover, these

income limits are in terms of.countable (or net) income under food stamp income
definitions. These definitions allow. for ‘a wide range of deductions from gross
income in arriving at countable income. Such deductions include mandatory
deductions from earnings, & work expense allowance up to $30,_per household per
.month, child gare and educational expenses, shelter costs in excess of 30 percent

. of ~income, medical costs when in excess of $10 per month, and casualty losses.

Countable income may, for sbme households, be significantly below gros‘s income and,

. ‘thus, imum eligible incomes’ in the food stamp program may be well in excess of
pover tythresholds for these same households. In addition, households in which
- all members receive publlc a551stance are categorlcally ehg:.ble regardless of

income. L v

_ The allotment, less the pur'c'hase requirement, determines a household S bonus
value (or transfer). As noted earlier, allotments rise with household size.
Purchase requirements rise with household .income, in absolute gollar term$ and
‘as a fractlon of jincome as well, since purchase requirements vary from'zero at

“the lowest iricomes :to a maximum of 30 percent of income. Monthly purchase.

requirements are shown in Table 8 for various income levels. .Reflecting these
relationships bonus values will rise with household size .and as inoome falls,
ceteris paribus. Monthly bonus values can be quite high if incomes are low

- enough, partlcularly for large size households. Some selected monthly bonus

values are shown in Table 10. At a monthly income of $100 (annual income =
$1200), a one-person household would receive $30 a month or $360 a year in bonus
coupons. At & monthly income of $350 (annual income =: :$4200), a four-person _
household would réceive $67 a month or $804 a yeéar, in bonus coupons while an. -~
eight-person. houseHold would receive $l79 a month or $2148 & year. : '

1 : . . '

Table 10. Selected Monthly Bonus Values, July - December 1975

: s D ‘Household Size 'S L
Monthly Net Income ‘ 1 2 4 6 8 ‘e
..§$ 25 $47  $89  $162  $222  $278 '
50 _ 40 80 152 211 266 : '
. 100 730 67 137 195 239 -
‘ 150 - 15 . 52 ° 121 +179 233
250 : 2. 9 149 203 )
350 2 67 . 125 179 .
450 46 . 31 - 89 143
550 . 24 62 116
750 : o 53
36 .
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. Al‘lotment amounts are adJusted sem:.—annually to reflect changes in food
prices. Since purchase requirements are not altered simultaneSisly (except
- for households in the highest income brackets), these upward adjustments in
allotments:'will generally raise bonus values by the full amount of the allot-
K \ ment 'increase ‘and will also raise income eligibility 11m1ts in cyrrent dollar
. terms. - ¥f money incomes of el1g1ble households also rise, purchase requirements
. will increase, reducing the rise in bonus values ceter1s ribus. Whether bopus:
values (in current dollars) to ‘households rise or fall o over will depend on
‘relative changes in -food prices and money 1ncomes. & -

“The sharp rise in.food prices in recent years has 1ncreased income el1glb11- '
ity limits in the’ food stamp program. . .At the same time,.the number of counties
" with food stamp programs: has risen sharply. All counties in the U.S. now offer
a food stamp program, Numbers of program participants: depend not only on the

numbers of el1g:.ble households, but on the part1c1pat1on rate among eligible
households which is now estimated to be around 50 percent. 24/ Participation
1n the food stamp program in. May 1975 totaled 19.5 million persons. Transfers
totaled $424 million and average transfers per recipient $22 for the month.
Federal outlays on food stamps are prOJected at around $6 b1ll1on in flscal

. year 1976 ) , :

ro 'Ihe annual income status of food stamp rec1p1ents is shown in Table ll
‘While several-sources of information on the income status of food stamp houge-
holds are available, these part1cular data were chosen because they utilize March
CPS’ income data, the official source of current income and poverty statistics.
These data view poverty in terms of annual income levels. The food.stamp pro-
‘gram, however, uses monthly income for purposes of el1gJ.b111ty determination.

. Many of the statistics cited in the next few pages (such as food stamp rec1p1-
-ents in poverty) would differ-if monthly rather than annual income were
ut1l1zed. : ‘ : . , ‘. o

While Table 11 shows. the bulk of rec1p1ents to have low incomes * median
family income is 36 percent of the median for all familids — there is a
noticeable proportion of households with-annual incomes above $10,000. Some
of these households may have.incomes below food stamp eligibility limits if - .
family sizes are high enough. Several othér reasons why, within programrules,
" households with high annual gross money incomes may receive food stamps at
- some time during a year.are that (1) incomes may be low for one or a few months,
. . dllowing program el1g:.b1l1ty for that period, but high over the entire year;
(2) not all persons in a household need to receive food stamps, and income of
. nonrecipient household members is ‘included in the data in-Table 11 - this
+ phenomenon may' pe part1cularéy important for thlS data base since household

; cpmpositional changes during the 16 month ‘period, ‘between January 1, 1974, and
‘the survey week in April 1975.could have been corisiderable; and (3) income

- definitions for food stamp purposes allow many deductions from income, as noted’
earlier, wh1le £PS income is on a g;:oss basis. g , , .

{2« "A recenf study found that mos)ﬁ of the food stamp households w1th h1gh annual
~ incomes could be accounted for by /the .above three factors. 25/ Data from a
& recent U.S. tment of Agr1culéure survey (the Chilton survey) showed the °
 households certified eligible for food stamps. in the single month of November

37
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L | Table 11. Income mstnbutlon of Food .Stamp Famlies
R AR hnd Unrelated Individuals, 1974 -
_ ".; — ‘. | . ' Pergent of Food Stamp Recipients |
Annual Income ‘ | Families Unrelated Individuals .
'-._l..‘lr"d'er $100 B L 2.5% " ’ 7.4 .
| 51000-51499 R T T U
5;500—51999 | C 47 ' 34.6
- s2000-s2499 o es T 252 4L
. s2s00<s2099 . | . 8.0 j B 9 )
©.$3000-$3499 e X
$3500-$3999 - . R " oLe
$4000-$4999 7 0 o g6
$§bop-y‘$5999' S wa B 0.4
$6000-$6999 I \‘ s ' -0.7
C$7000-$7999 b4 o 11
$8000-58999 B U 0.3
$9000-59999 Lt 33 03
$10,000-$11, 999 ' 4.6 =~ 1.0
. '$12,000-$14,999 ; 4.3 o \ -
$15,000° and Gver - 5.5 | : -
B S
. Median Income - . R | s4ses. L. — 4 $1970
" Mean 'fncaﬁe . ~ $‘5896 : $2252
: —

Seurce: Coder [4], selections from Table 1. These data came fram a match of

L households reporting the receipt of food stamps on the April 1975
supplement to the Current Population Surv ) with the March
1975 CPS income information for the identical households. Incame
as shown above is thus cash mccme as defmed, collected, and edtted
in"the CPs. ,

: . g P ‘ 48 .
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Table 12.. ' Income Distﬁbution of Fowu Stamp Hoqséholds:, November 1973
O Monthly Net Income Percent o?T-‘ood.Stanp Bouseholds
' K . N . . ‘»:‘ r'. 3.6% . |
- ) . . . o W
1.8 .
! o 6.9
. v ;-8.12 o o
3 ' , . - 4 - S
| $120-$149 | 12.8° .
. & ‘ .
.. . . »

'ig‘=“/'§150—$i79,3" SR A 10.7
Y $180-5209. - o . 9.4
 $210-5239 - 8.0-

s240-s269 . 6.6
Csam0-s299 A 64
C o s300-s399 .8
B $400-$499 T gy .
-$500-$599 o 3.6
~ . s600-$699 1,6
| © $700-$799 B B
$800 and over | | T ;

t

Source: Subcommittee On Fiscal Policy [21], selections fram Table 1, p. 9.
J | é

A . :
= : ) _ z v ) ’
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11973 had monthly net 1ncomes considerably below those shown in Table 11. For .
example, 53 percent had jncomes below $209 a .wnth and fewer than one percent v
had 1ncomes of $800 or ”‘; a month. These data are shown in Table 12,

-

It is clear from max1mum income ellgiblilty leveis and from these data
that many recipients of food™ stamps are not poor under current poverty defini- .
tions which utilize annual income. In fact, in 1974 about 53 percent of food
stamp families and 75 percent of unrelated indiuviduals were below the poverty
;line. Among families and unrelated individuals purchasing food stamps during
- every month of 1974, 67 and” 82 percent, respectively, were poor. 26/

. . Moreover, only about 40 percent of poor families and 20 percent of poor
unrelated individ are recipients qf food stamps. Because of the under-
reporting of income and because asset holdings may be higher than program
rules permit, some poor families may ngt be eligible for food stamps. Among
poor families purcha51ng food stamps, 1 percent reported purchasing stamps .

- in every month of 1974. 26/ The potential impact of the food stamp program
on, incames of poor households is thu con51derably tempered by the relatlvely
low proportion of poor households participating in the program. .

Public Housing ° ; |

‘The Department of Housing-and Urban Development provides housing subsidies -
, to low-income families through a variety of programs that reduce rents or
mortgage payments of such households.. In fiscal year 1975, Federal outlays
under the low-rent public housing'and Section 235, 236, and 101 programs are
estimated to have totaled $2.4 billion. Low-rent public housing (LRPH),
with outlays estimated at $1.5 billion in FY 1975, accounts for the bulk of ' \
these low-income housing subsidies. In future years. the Section 8 program o
that allows recipients to choose their own rental units for lea51ng by the .2
# local housing authority, subject to its approval will increase in importance.
At present, however, LRPH is the single most lmportant hou51ng subsidy to low-
income households. ,

, The LRPH program, begun. in 1937,va551sts low—lncome fam111es in obta1n1ng
decent places to live. Public housing projects are operated by lecal housing
adthorities (LHA). Operating costs are partially subsidized by the Federal .
government. The local charaoter of the program is reflected in locally-

- determined eligibility criteria and benefits to recipients. Occupancy of

: phbllc.hous1ng projects 1is open, to families (or to Single elderly, handicapped,
or disabled individuals) who meet the income test. The income limitation . ’
. ¥s determined by the LHA based on local housing costs. At.least;20 percent
of all units in a’prOJect should be reserved for "very low-income families",
that is, families whose income does not exceed 50 percent of the median
income for that area adjusted for smaller or larger than average families.

In 1972, the median income of families moving into public housing was $1990 “
for elderly families and $2816 for all families. 27/ -Income limits for

* continued occupancy are somewhat higher — generally around 125 percent of
initdal eligibility limits. Income definitions allow for sizable deductions
from gross income in determining countable income for eligibility purposés.
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\  Benefits acctue tg”tenants in the form of below market rents. Rents

. paid by tenants are on family in.ute, size, and other characteristics

' as deterinined by the . Typically, rents are 20 to 25 percent of income.
and may not exceed 25 percent of a family's 'adjusted income. In 1972, the .
‘median monthly rent for initdal occupancy was $88 for an elderly family and
$48 for other families. 28/ e e o %

The impact of public housing on the low-income population in:the aggregate
is limited since public housing tenants form a very small proportion of low-'
income householdg. Not all areas are served by public housing. In a sample
of 100 counties, for example,.it was found that about 74 percent of the poverty
population lived in-counties with public housing.. 29 And in counties where
o public housing is available, units-are often restr cted to only a few eligible -
. haotiseholds.n particular, the more urbanized an area, the more public housing

units appear to be available relative to the poverty population. In metro- . -
‘politan counties with high population densities, there’ is one public housing
unit for every five households in poverty while non-metropolitan-counties with
low 'popuiation densities provide. only one public housing unit for every 16

households in poverty. 30/ -

' Moreover, as with most Federal transfer programs, recipiency is not

restricted to households with incomes below the poverty line. As Table 13

. shows, Pecipients, while concentrated among useholds withr'annual incomes
below $5000, in some cases have incomes rising above $8000. In any event,
the table also shows that tenants of LRPH form very small proportions of all
households in the respective income classes. Of all families in the U.S.
with annual incomes below $3000, 95 percent were not served by the public
housing program at the end of 1972, 31/ . o

s . ,
, : N Table 13. Distribution of Iow-Rent Public Housing (LRPH) . J
, - - APd Benefits by Income Class, lbca\lber 31, 1972 R N
8 an
* Gross Households Served ) As A Percentage Benefits to
. . Income __by LRPH .,_of ALl Househol LRPH Tenants
' $0-999 4 25,910 1.5 . .$ 696 . a®
. 10Q0-1999 263,120 ' 7.4 900

20002999 .. 248,520 5.8 1044
3000-3999 183,860 1 y looe
4000~4999 124,290 3.2 972
5000~5999 . 73,260 o 2(.0 . 648
6000-6999 45,760 : 1.3 708
7000~7999 27,%0 ST 504 \\
8000 or more 1 42,420 ~ ¢ 624

) TOTAL 1,085,050 ~ 1.5 na ) RN

e . Source: Department of Housing ‘and Urban Development [27], pp. 127-128.
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Those households that do receive benefits from public housing receive a *
sizable annual transfer, as the preceding tapie shows.” Valuation in cash '
equivalent terms, however), reduces governmental transfers by at least 30
percent on average and by as much as 70 percent for the higher income house-

. holds, as was shown 'in the second section. While precise estimates are not
-available, it seems unlikely, then, that public housing by itself can account
for more than a minor changé in the numbers of households in poverty. This
‘does not imply, however, that the few households who Jo derive benefits from
- -the low-rent public housing program are not better off, relative to other
households. - .' ' : :

Medicare and Medicaid .

Medicare and Medicaid provide in-kind health benefifs partially or fully
by reimbursing recipients for payments made in securing health servicesin
the private market. Medicaid is an income-tested program for public'assist-
-~ ance recipients and for medically needy households in some states while

- Medicare serves the aged population and the disabled eligible for Social .
Security or Railroad Retirement. As was discussed in the second section, both
programs are most appropriately viewed as packages'of health insurance with
- various levels of coverage and premiums. The two programs are reviewed in
~ turn. 32/ :

The Medicare Program, established in 1965 under Title XVIII of the Social
- Security Act, is composed of two health insurance plans to assist the elderly
and disabled. Together, Hospital Insurance and Supplementary Medical Insurance

. comprise a system that covers hospital and medical costs-through deductible
. and coinsurance cost sharing with the insured. :

~ The Hospital Insurance pregram (HI) provides coverage for hospital bills.
_The target population initially was anyone of age 68 or over, but with the -
addition of a 1973 amendment has been broadened to include disabled and renal
disease patients. Households must be eligible for Social Security or Railroad
Retirement to obtain full benefits. 33/ HI is financed through an'earmarked
payroll tax. While there are no HI premiums for currently eligible persons,
such-persons will havs,paid the payroll tax during their working years.

“Bupplementary Medical Insurance (SMI), also enactéd in 1965, provides
coverage for physicians' services and medical supplies for enrollees, subject
to various deductibles and coinsurance provisions. Eligibility is open to
all HI enrollees and to U. S. citizens of &ge 65 or over. Enrollees pay pre-
miums —— currently $6.70 per month -- equal to half the cost of the coverage;
the remaindert is financed from general revenues. States may cover these pre-
mium costs for aged persons receiving public assistance (money payments or E\\\
medical assis;gnce). : , \

* Table 14 below shows estimated costs and coverage for HI and SMI during
FY 1975. - Together, the programs paid $13 billion in net benefits and covered
over 23 million persons. In 1973, over 96 percent of the aged population was
enrolled in both options. Under HI, average payments per beneficiary in
'FY 1973 were $1414 and. per enrollee were $318, while for SMI the respective

. 4252| .
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‘Tablé 14, Medicare Costs and Coverage, FY 197§\{§stimated)

Net Bemefit  Beneficiaries  Coverage L
" 'Cost (In (Avg. Monthly (Avg. Monthly - )
Billions) -In QO00) In 000) e
AY
HI . $9.3 5,600 23,500 {1- ,
M1 $3.6 12,200 23,000 7

"Source: Subcommittee On Fiscal policy’f;;§, pp. ‘197, 198, and 205.

fYgures were $228 and $117. 34/ Data are not available on the numbers of

. persons and families in poverty or with low-incomes coverbd by Medicare.

The Medicaid program, enacted in 1965, enables each state to assist
- eligible low-income households in meeting their health needs. The Federal
government reimburses the states for a‘'portion of Medicaid costs, ranging
from 50 to 83 percent depending on state per capita income. Eligibility
and benefits vary widely across states. o

-
y

In broad outljine, there are two cétegorieé‘ of eligibility for Medicaid.

' The first, categorical coverage, is mandated by the Federal govérmment for . - -
~ all states which provide Medicaid programs. Those eligible under this cover-

age in general include all public agsistance cash recipients and certain other
specified groups which would be eligible for public assistance except for
technicalities. States have also elected to include certain other categorically
" needy.groups. The second form of coverage is to the "medically needy." These
?e persons who meet the basic (non-income) eligibility conditions fOx coverage
5t the categorically needy, but with income in excess of limits Yet indufficient
‘ to pay for medical care. Twenty-five states and the District of Columbia extend
Medicaid to the medically needy. N )

' ”

Income limits for the categorically needy are generally identical to those
in“the respective public assistance programs. For the medically needy, Federal
financial participation covers only persons with countable incomes equal to
or below 133 1/3 percent of the state's AFDC’ basic benefit or. guarantee for
a similar size family. State income limits may‘ge below this amount. In
July 1973, median annual income limits in the states offering coverage for the
medically needy were $2052-for one person and $3636 for a four-person family;
however, income limits varied across those states from $1400 to $3000 for one
person and from $2800 tcé $5000 for a four-person family. 35/ Countable incomes
below these levels qualify families for full reimbursement of health care costs
specified in the state plan.  Families with higher incomes, howeyer, may qual ify
for some medical assistance if medical outlays reduce income below state limits;
for such families, Medicaid would cover some portion of medical outlays.

53 SN
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Benefits are derived from the full or par;jal payment of specified medical

costs to health care providers. The scope ur seryices provided under Medicaid
differs acros$ states. States may impose deductibles in most cases, but there

- is apparently no current information on state practices in this regard. In
fiscal year 1975, Medicajid is estimated to have cost $12.2 billion and covered
24.7 million persons. 36/ As with Medicare, no data are available on recipients
by income or poverty status. Clearly, however, most Medicaid recipients will
‘have low 1ncomes and many will have -incomes below the poverty threshold

REX:EIPI' OF. MULTIPLE IN-KIND BENEFITS

_Households that receive one 1n-k1nd transfet have. varying probabllities of
_receiving other in-kind transfers. The moré types of in-kind income a household -
\ receives, of course, the greater is the 1ikelihood that ‘the 1nclu51on of in*kind

benefits in income will raise that household out of poverty. The extent of over-
lapping benefits is, thus, crucial to the issue at hand. Data on the receipt,’

of multiple types of in-kind income are, - ‘at best, sketchy. No reliable national .
statistics exist on the extent of such overlaps among the populatlon as a whole.
"Pieces of.evidence ‘are offered in this section on overlaps in governmental in-kind
transfer benefits.for recipients of particular® programs or for particular areas. -
The four programs discussed earlier are of primary concern. ) :

Categor1cal cover age offers direct.evidence of the tent1al overlaps among
certain programs. Recipients of cash public assistance ?%Fﬁﬁ_-§§i) are generally
categorically eligible, that is eligible w1thout respect to income, for food
stamps and for Medicaid. 37/ Not all public assistance recipients participate

. in the food stdmp program; in January 1973, 60 percent of AFDC families were
receiving food stamps at a time when about 80 percent lived ih counties with:

., a food stamp program. 38/ At that time, 70 percent of the AFDC families on

- food stamps received a monthly bonus value from food stamps of from $30-99, as
shown in the table below

{

Table 15. Monthly Bonus Values of AFDC Families Rece1v1ng Food Stamps 'in

| January 1973 o
Monthly Bonus Value’ Percent of Families |
$29 or less ST S 208
$30-859 3 43
- $60-599 : - _' . 25 .
o $100 sr more ) ‘9

&

~”

Source: DHEW, SRS, NCSS [23], p. 95.
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' ' In addition to receipt of programs for which they are 8ategorically éIigible,
' public assistance families may receive other in-kind. subsidies. Since in+#kind
income is usually not counted as income for purposes of income tests under most.
programs, the potential for program overlap may be considerable. In Janu.arg'o
1973, 13.6 percent of AFDC families were in public housing ‘another 5, per-
- cent occupied their dwelling units rent-free. 39 These percentages varied
sharply across states: from 5 percent in public housing in Wisconsin to 23 .
. percent in Tennessee and from 1 percent rent-free in Wisconsin to 35 percent
0 in Mississippi. Southern states often had the higher percentages of AFDC
families living in public ‘housing or rent-free units. ,
e v
Since AFDC families "include children, the school lunch program can\oe of
some importance to them. It has been estimated that some 59 percent of AFDC
- families have-one or more children receiving free or reduced-price school
“lunches. 40/ Besides health, food, and housing benefits, AFDC families are
also entitled t6 a range“of social services, One of the more important of
these to the family's current income situation is vendor payments'for child
- care. In-January 1973, some 19 percent of AFDC families received child care

/q?smtance. 41/

Data have recently become available on the receipt of other program
' benef;ts by food stamp recipients, as reported in the USDA survey of food
} stamp. households (the Chilton survey). In November 1973, among food stamp
" - haquseholds, 38 percent received school lunches, 12 percenf lived in public
housing, about 36 percent received at least the Hospital Insurance portion
of Medicare, and 60 percent received AFDC and thus Medicaid. 42/

o - As for Medicaid, m-Novenber 1973 some 72 percent of beneficiaries

- also received public assistance. l-"or fiscal year 1973, the avetrage Medicaid
payment per AFDC family was $770. “While acoounting for some threéee~quarters
of beneficiaries, only 52 percent o Medicaid outlays went to public assistance® -
recipients. 44/ . Per-person Medicaid outlays are likely tosbe higher for non-
‘public aseist households since such households gften qualify for medical
,assmtance cisely because of high medical experf¥{tures. For example, among
aged recipidhts of Medicaid in 1973, the average monthly vendor payment was $71
for cash public assistance rec1pients but $278 for non-recipients. 45/ Some

' states also pay private health insurance or SMI- premiuns for persons eligible
for Medicaid.

p 2

» A recent study of the-Subcommittee On Fiscal Policy {19] provide,s -the
first, and only, available information on multiple programs. These data for
1972 cannot be generalized to.represent multiple program receipt for the
entire U.S. population nor even for all low-income areas. Nevertheless, for
the five cities and one rural area for which data were collected, the findings

are unique and interesting. 46/

The proportions of sample households with various in-kind transfers are -

- shown in'Table 16. Food stamps or commodities, school lunches, and Medicaid
were. separately received by up to 27 percent of sample households in some - -
areas. The variance across areas in the proportions receiving these pro-

. grams is striking. . The several rural counties in the sample often had fewer

\ .
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_ Table 16. Percent of Households with Various Benefits

South

. .Type.of | Eastern Atlantic ‘- Southern ;Midwestern Western! Rural
.. Benefit : City * ~ City ~ : City & .City City Counties e
lﬁcFood stamps.or EA o e T I e A 5
commodities ,//" 20 ° 24 - 11 o120 16 .15
School lunches - = 14 27 27 10 5 5
Housing . = . 14 23 22 4 4 W -1
20 18 11

Medicaid 2 24
13 9 12

Medicare - 3 13 ' | /\

" Source: Subcommittee On Fiscal Policy [19], selections from Table 6, p. 29.

: proportlons participating. Variations across areas partly reflected differ-
ences in tlilpropdttions of households | receiving public &ssistance: 13
percent in the rural counties, 16-19 percent in the midwestern and western
cities, and 31 percent 1n the eastern and southern c1t1es. a1/

- PrograM»overlaps for sample households at each s1te are shown in Table 17.
It should be noted that the numbers of in-kind programs considered. in the study
are greater than the four to which this paper has confined itself; 'the exact
programs considered are l1sted in the footnotes to Table 17. nghllghts of
the table are that: :

)

— Among  households rece1v1ng public ass1stance, 58 to 79 percent
received food benefits, 70 to 95 percent received health benefits,
and zero- to 45 percent received housing benefits. .

— Among households receiving food benef1ts, 52 to 77 percent
received health benefits and zero to 40 percent rece1ved hous~

-l

ing beneflts. y

—-;Among households‘receivin&Thealth benef1ts, 37 67 percent
" received food benefits andszero to 33 percent recejved hous1ng
" benefits.

L d

—— Among households rece1v1ng housing benefits, zero to: 73 percent ' o -«
received food benefits andzzero to 82 percent received health /; ‘
care benefits. _ .
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Table 17. Overlaps Among Pairs of Programs By Area
Percent of mﬂc{an{m

~ ‘ . Public
" 'Program Type Assistance
C Eastern City ' oo _ . e
# . Public Assistance 1008 - 63y . 708 2"
Food . - 71 100 63 25
" ‘HBealth Care 85 67 o 100 337 .
Housing, . : 59 49 59 / 100 ,
. - ’
South Atlantic City ' . o
-~ Public Assistance - 100 . 79 85 37
41 rood : . 56 100 R ] : 36 ~
Health Care 49 . 58 - © 100 . - 32
mmg ' _ . 2 . 56 - .64 100
Southern City T . '
Public Assistance . ~100 . S8 89 45 -
Food - 69 100 "7 . 40
" Health Care = . - 83 .- 39 100 30
- Rousing .. .. 63 48 ' 71 -7 100
Midwestern City ¥, c . .
mpuc muunco 100 . ¥66 . . 84 U
_ ‘ 57 100 .. 63 14
Bu.lt.h Care 43 37 : 100 o 8
Bousing ' 55 . 64 64 B
Western City : ‘ ' (> ,
: mbllc Auhf.ance . 100 . 59 76 15
' 67 - ' 100 73 15
Mth Care 55 46 100 u
Bouslng . - 82 73 - 82 . . 100
Rural Counties B
~‘Public Assistance 100 ' 65 798 0
Food ) LY 100 . s2 . 0
. Bealth Care 49 37 100 0
. - Housing - o - 0 0 . 100

Source:  Subcomnittee On Fiscal Policy (191, ulcctlon- and dctlvattom -
| from Tables 34-394 pp. 77-82. L

é/lncludol food W food dllutbutlon, and child nutrition. «
_/Inclgn Medicare, Medicaid, public health services, veterans medical cuo,
L } health and nutrition services.
. v 3/Incltdes. public ‘housing, rent supplements, and interest subltdln for
) . haneowners (Sec. 235), and rental housing (Sec. 236) .
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Overlaps differ greatly across t:hese six areas: Clearly, however, multiple &
benefits are sizable for some households a.d, in these specific gepgraphic \
nareas, can be categorized as affect:ing a majority of the households receiving
in-kind t:ransfers. _ L

-

IMPACTS ON THE DISTRIBUI‘ION OF INCOME AND POVERTY | .. -

~ How and by how much in-kind, t:ransfers ‘alter the distribution of income

and poverty counts may be simple questions,.but they do not lend themselves :
- to, quick and simpléYpswers.' Total transfers and total numbers of transfer o
: recipierft:s are, of course, important determinants. -But the pre-transfer in-
comes of recipients and the variation in individual transfer amounts across
recipients are also crucial. The preceding two sections. showed the numbers
of recipients and transfer amounts to vary sharply across households for
both single programs and bundles of programs. . :
_ Several recent studies have addressed the measurement of these income

and poverty impacts. The first two assess the income and anti-poverty

impacts of the food stamp program. While they do not reduce bonus.values -

to their cash income equivalents, they are notable in that they utilize actual
reported data on bonus values received by househplds in conjunction with re- . %
ported cash incomes. Two other studies analyze the four transfers emphasized —
throughout this paper: food stamps, Medicare, Medicaid, and public housing.
‘These studies do measure transfers in cash equivalent terms, but must rely on
estimates and simulations of program recipients and of amounts received. Re-

sults of t:hese four -studies are discussed below. .

_ The impact of food st:amps on incomes and poverty stat:us in 1974 is the
- subject of the Coder [4] study. This study utilizes data on households

interviewed in both March 1975 and April 1975-for the Current Population .
Survey (CPS) of the Bureau'of the Census. 48/ The March CPS contains house-
~ hold cash income information while the AprI1l CPS food stamp Supplement ——

. funded by the Department.of Health, Education, and Welfare — contains informa-
tion on the receipt of food stamps during 1974 and on bonus values. Thus
food stamp bonuses could be directly added into recipient incomes.

: These data show t:ot:al transfers (bonus/values) from food stamps in 1974
of $2.6 billion. 49/ Bonus values per persQn among part:icipant:s (number ing
17,078,000) averaged $151 per year. Bonuses per family averaged $605 ($917
among families receiving food stamps in all 12 months). 50/ Income changes

~ from the addition of bonus values, as shown in the Coder paper,. are repro-

. duced in Table 18. Families and unrelated individuals were clearly pushed
. higher up the" mcome scale from the receipt: of food stamp t:ransfers.

Median income of all fam1lies in the population was increaSed by $8 annually
‘and mean income by $45. Among food stamp families average income. rose by $605 .
or 10% and median income by 14 percent. -

. 58
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After Add.ltlon of Amual Food Stamp Bonus Valug

N

Families

 Unrelated Individuals 1/

Total Hovey Incone  Incone After Bonus  TotAT ey Income  Income After Bofus

L/Nusbers repregent prinary unrelated individuals living alone (onerperson households), Other households headed
by prinary individuals were excluded since 0 data were availabl\ £0 deternine which peraons in. the Inusehgld

purchased food stamps.

SOURE: Coder (4], Tablel, .

e l‘
AT
o
v,

Purchased ~ Purchased - "\Pirchased Purchased
. . Food " Food food . Food
AR ., Stams ' Stamps Stanps . Stamps
Income ' Total inl9%4 Total inl94  Total in 19N Total in 194
L .
Number,..Thousands.... 55,712 3,923 55,712 3,99 13,939 r 954 13,939 954
: PeICent,uveereess 100.0  100.0 100.0 1000 100.0  100,0  100,0  100.0
~ Under $1,000,.....0.0. 1.] 0.5 1.2 13 . 4.0 14 I8 Al
$1,000 to $1,49...... 0.6 3305 1.2 .7 101 1.6 8.9
§1,500 to $1,999...... ‘ .7 - 47 06\*\ 2] 8.0 .6 L0 Wl
$2,000 to §2,4%...... 1.2 6.5 . L0 7% 4l 8 .2 '10.6 3.9
$2,50 to $2,99...... L3 8.0 1.4 5.8 89 1.9 9,2 12,0
$3,000 to $3,499...... 1.8 9.3 1.7 1.1 S5 6.9 1.6 8.3
$3,50 to $3,99...... 1.8 1.8 1.9 9.0 . | 1.6 4.5 3.0
$4,000 to $4,99...... 4] 14,0 4.3 159 8.3 2.6 8,3 2.)
95,000 to $5,9%9...... 44 10.1 L1 13 6.8 0.4 69 Lo
$6,000 to $6,99...... 44 13 L5 8.6 - 6.2 0.7 6.2 0.5
*§1,000 to §7,999...... 4.5 {7 4,8 6.2 5.4 )19 SR X I
$6,000 to $6,999...... 4,6 .2 47 5.1 A7 0.3 {7 0.]
$9,000 to $9,99....., i1 13 7 3.7, 38 0.3 1.8 0]
§0,000 L9, 102 46 103 %3 66 L0 66 00 .
$12,000 o §14,999,... - 141 A3 2 N 5.7 - 5.7 0.3 .,‘f_:‘..
$15,000 to §24,999, ... 28,3 1 BA 5.0 5.0 - 50 - L
325,000 0L MOLRuvsense m'kﬁl 5 ‘ 0.8 11.5 0.8 1.1 - 1|I -
.. | - )
Median income.eu..ieis 312 836 54,565 ‘ $12,644  §5,203 W40 §L,910 433 2,209 R
mmmcme. §14,52  $5,89 - $1§,-547 $6,501 SG;‘ 69 $2,252 $6,184  '§2,469
= Represents. zero, '

Table 18, Al Families and Unrelated Ind.1v1duals, and Famidies and Unrelated Individuals
, Part1c1patmg in the Food Stamp Program, in 1974, By Total Money Income and Income
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The Coder study’ s est1mates of the impact of food stamps on poverty are .
shbwn in’ Table 19. Among pre-food stamp poor tamilies and unrelated indi-
vidudls purchasing food stamps some time during 1974, some 1.5 million persons,

- or 1f percent, were-removed from poverty. The poverty reduction rate was
somewhat higher — 21 percent =- among such persons who purchased food stamps
in all 12 months of 1974. The reduction in poverty across the entire poverty
‘population, totaling 24.3 million persons ih 1974, was. only 6.4 percent. If
persons who did not report receiving food stamps when, in fact, they did (the
underreporters mentioned earlier) were removed from povgrty at the same rate

/!!hs persons who did report food stamps, then the poverty reduction rate across
the entire populatlon would have been about 8 percent.

\\\f ‘Coe et al. [5], utilizing the Michigan Longltudlnal Survey, estlmated that
or 1971 15.7 percent of the school-aged children who were poor moved above the
-poverty line as a result of food stamp bonuses. 51/ This estimate is higher

‘-than Coder's, in part because children rather than all persons are the subjects,
because cash incomes were adjusted upward-for the value of free hqus1ng and
imputed rents for homeowners (less Federal. income taxes) prior to the addition
of food stamp bonuses, and because annual bonus values were overstated as a
result of imputation procedures.

: . Were bonus values reduced to their cash income equivalents, the impact of
‘food stamps on poverty would be lessened even further. How much further is not
clear. 52/ While estimates of the cash equivalent income from food stamps were
shown in the second section to average around 85 percent of bonus values, they
-varied sharply by income level. Cash equivalents were higher for households
with higher incomes -- whose bonus values are smaller, but who are closer to
the poverty thresBold — and lower for households with lower incomes —— whose
bonus values are larger, but whose cash incomes are further from the poverty

. threshold.

Smolensky et al. [17] estimated average cash equ1valent income derived from
food stamps, public housing, Medicare, and Medicaid in 1970 by. income class.
Their calculations are shown in Table 20. Medicare and Medicaid had the
‘largest impacts on’average incomes. The four transfers together impacted
primarily on lower-income households, adding from $120 to $352 annually to
average incomes of -the various income classes with incomes below $6000.. These
amounts represented.a 46 percent increase in cash income of" the lowest 1ncome

" class'and around 16 percent for those with incomes of $1000-2999.
are averages for entire income classes and obscure w1de differences/among house-
-holds; &many-w1ll have much larger benefits and some will have none/
also sggys the four transfers valued at government cost. Average
.in thi

Valued at government cost, the percentade. increase in income for‘
come class-was overstated by some 40 percent. ‘

‘ In‘' his comprehen51ve study of income and poverty, Smeeding [16] analyzed the
income and anti-poverty .impacts of food stamps, Medicate, Medicaid, and public
housing., 53/ These in-kind transfers were ralued " in terms of approximations to

. cash equ1valents. Estimated impacts on infbme and rty were sizable. House~
holds moved higher up the income scale, as ¢an be seen in Table 21. Some
12.4 Eent of ‘households had personal incomes below $3000 before in-kind ¥

: 4 50
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Table 19. Families and Persons With Income Below the Low Income Level in 1974
‘Before and After Addition of Annuai Food Stamp Bonus Values

) ’
oo

With Income Below the With Income Below the /
: Low Income Level Before -+ Low Income Level After
( Addition of Bonus Addition of Bonus
- ~ Number Pe ercentage  Number ' Percentage .
' ( thousands ) (thousands) ‘
“TOTAL '
/  Total persons......... v 24,260 * 11.6 22,714 10.9
In families........... 19,440 10.2 17,973 9.4
Unrelated Individuals 1/ - 4,820 25.5 4,741 . 25.1
- L— ' . ’ . N .
Total families....... 5,109 9,2 4,748 8.5
- PURCHASED FOOD
STAMPS IN 1973 - ,
Total PersonsS......:.... 9,427 . 55.2 7,881 . ,46.1
In familieS.....ccvvu.s 8, 715’ - 54.0 27,248 . 45.0
Unrelated Ind1v1duals 1/ 712 , 74. 6'“- © .. 633 66.3 .
Total fam111es.......... ] 2 064 e 52.6 . 1,703 ., 43.4
ﬁ OF 1974
Total PersonS....e.ess.s 5,863 70.6 ' 4,643 - 55.9
In families........... 5,412 69.8 - 4,260 54.9
Unrelated Individuals 1/ - 451 82.2 + 383 69.7
Total familieS.........." 1,255 67.1 . 974 52.1 { *
) i : : _ a
SOURCE Coder .[4], Table 3. ';i,lf___—-

., 1/Under the "Total" heading includes all unrelated individuals.
, Under the "Purchased Food Stamps" heading refers to primary 1nd1v1duals
' living alone.
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Table 20, In-Kind Transfers and Incone, 1970:  Smolensky Study' | |

[ ' l . ,l ‘
oy T ~ o Rowr T TnfRind as a Percentage
Avegage Cash Equivalent Incame From: Transfers of Cash Incone
| | | | ot Average ' v
.~ Income o Food  Rblic |  Goverment . Cash  Cash Goverment
- Class . Staps Housing Medicare Medicaid Total  Cost Incone  Equiv,  Cost .
Vo .
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Sources  Swolensky (17}, selections?ahd derivations from Table 3, p, 21, and Table 5, p. 35,
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Table 21. Personal Incame Distribution By Income Class, Pre and Post
. . Pour In-Kind Transfers, 1972: Smeeding Study

Percentage of Households J
. : Upper of Pre In-Kind Post In-Kind
o ' Income Brackets " Transfers ' : Transfers
N ®
$1,000 o 2.0% 1.3%
2,000 6.5 . - 41
3,000 i, 12.4 10.1
4,000 : i 18.0 . 16.3
5,000 24.4 -22.9
6,000 30.8 29.6
. 1,500 _ . 40.8 39.8
10,000 56.5 55.9
12,500 , 70.2 69.8
5,000 80.6 80.4
0,000 91.7 91.6

Source: Smeeding (16], Table 9-2, p. 315.

tranfers, but only 10.1 percent had such incomes after receipt of these transfers.
The Gini coefficient was reduced from .3614 to .3522, 54/

Smeeding’ ?estimates of the anti-poverty impacts of the four transfers are
sumarized in Table 22. The number of poor households was reduced by 2.8 million,
-or 28 percent, in 1972. The poverty gap declined by $3.5 billion, or 29 percent,
. and the mean poverty gap by $35. These data, as well as those of Smolensky, Coe,
and Coder, point to a significant reduction in poverty if in-kind transfers,
/ valued at their cash equivalents, are included in household income.

Table 22. Changes in Povértycomtsbandcaps As A Result of Four
. In-Kind Transfers, 1972: Smeeding Study

Absolute Change Percentage Change C
Number of Poor ¢ ’
Households - 2.8 million - 28 percent
' , -
Poverty Gap - $3.5 billion- - - 29 percent
N Mean Poverty Gap - 835 S - 3 percent

Source: Smeeding [16], Table 8-7, p. 291, and Table 8-8, p. 292.
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,IMPACTS OF CERTAIN IN-KIND PROGRAMS ACROSS STATES .
4 . . . .

. How in-kind income, and particularly in-kind transfers, affect states may be
‘of interest to policymakers for several reasons. Policymakers may want to evaluate
whether in-kind programs satisfy equity criteria in the light of differential
state-by-state impacts. ‘In additéon, any change in income definitions —— such as
.the addition of in-kind income -- will affect state shares under grant-in-aid
formulas that allocate Federal funds based in part on state incomes. This
latter concern, applied to the Title I programs, in fact led to the study of
t.be Measurement of Poverty of which this paper ‘is a part..

.. .. - That in=kind transfers do affect states differentially is clear. The primary
mreasons for differential impacts are also clear. They include: (a) differencesg,
‘in in-kind transfer programs across states in terms of eligibility criteria and
benefits (AFDC, Medicaid, and public housing are prime examples); (b) differences

-in participation among eligible households across states; and (c) different
economic and demographic makeup of state populationg, such as numbers of low-
income and/or aged persons and pre-transfer income levels. . -

Precisely how lpw—-income or poverty households are differentially affected
across states by the'yeceipt of in-kind transfers is, unfortunately, not known.
It is not even directly measurable at present. Such a measurement would require
information on income and transfers received, singly and in combination, for
“households on a state by state basis. These data do not.e . Completion of

_)he state by state Survey of Income and Education (the ¢ .822a Survey)
will permit the investigation of the impacts of in-kind in across states.
These investigations will not be available for several year er the best of .
circumstances.

Since state by state impacts arising fgom in-kind transfers cannot be
measured directly at present, this sectign prowides two types of analyses that
cast some light on the potential for differential impacts across states. First,
whatever data are available at the state level for the four in-kind transfers_
highlighted in this paper are presented. It is shown that numbers of recipients
and outlays vary sharply across states, in absolute terms and as a percentage
of state populations. Limited evidence for one of these transfers — namely,
food stamps -- shows that low-income populations are differentially affected*
across states. Estimated proportions of persons in poverty pre-transfer
that are removed from poverty after the rece1pt of food stamp bonuses vary
widely across states. Moreover, one could imagine that were multiple transfers
measurable at the household level, differential state impacts would be even
greater for bundles of programs than they appear to be for any single progra.m.

Second, the share of program transfers going to each state for each in-kind
program was explained by a number of independent variables. It was presumed that
the closer the relationship between the share of transfers and the state's share
of the U.S. poverty population, the less would be the differential impact across
states of adding in-kind ‘transfers into income. The closeness of th1s relatio
ship varied considerably across programs.

66.
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IN-KIND TRANSFERS BY STATE

Food Stamps . M

Food stamps is a national program in which-eligibility criteria and benefit
schedules are constant across virtually all states. Precisely because eligibility
and benefit $tructures are constant, differing incomes across states will lead
to diff®ring numbers of eligible households and to differing average and total
bonus values. States with lower household incomes will receive more transfers .
from the food stamp program, ceteris paribus, because more households will be
eligible and because bonus values to recipient households will be higher.

~ This expected differential impact across states may be moderated or heightened

by two other factors. First is the categorical eligibility of public assistance

recipients (or ineligibility of SSI recipients in the five cash-out states).
Second. is the variance in participation rates among eligible households across
states. Estimated participation rates in 1974 across states were found to vary
sharply —— from 12 percent in North Dakota to 78 percent in the District of
Columbia. 55/ The states with the five lowest estimated participation rates,
after North Dakota, were Kansas, South Dakota, Wyoming, Nebraska, and Idaho.
Those with the five highest participation rates, after Washington, D. C., were
California, Illinois, Rhode Island, New Jersey, and Michigan.
Participation and bonus values in May 1975 are shown for each state in
Table 23. For the U.S. as a whole (excluding territories and possessions),
18 million persons participated ifi the program and.bonus values totaled $385
million, providing an average $22 bonus or transfer to each recipient.
The table's highlights are that: _ D

— Participation (column 3) varied sharply across states, from N
1,561,000 persons in California to 11,000 in Wyoming. The size
‘of the state population was obviously the primary determinant
of these differences.’

-- Total transfers, or bonus values (column 5), showed a similaé,
¢ though not identical, state by state pattern. California and
Wyoming again accounted for the highest and lowest transfers.

-~ Some states, however, do change rankings when bonus values
are viewed rather than participation. Perhaps the most dramatic
single example is New York which accounted for 8 percent of
U.S. participants (column 4), but only 5 percent of U.S. bonus
values (column 6). Generally, states with higher incomes will
receive a share of bonus values smaller than their share of .-

" participants and lower income states a higher share. Among o
groups of states, those in the Northeast and in the Southeast C
showed the greatest shifts: Northeastern States had 28 percent
of participants and 23 percént of bonuses while Southeastern . ..
States had 23 percent of participants but 26 percent of bonuses.

e .
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“1/Includes SSI recipients.

Table 23. Food Stamps: Participation and Bonus 'Values by Staté,
May 1975 '

e 4] (838 €8] (3) (8} {7
Bonus Value: -

Pu:ictenon !Pouom in 000) Proportion Proportion Bonuas Value,
of Borus Value of Per Recip.

Region by c ic i/
State Assistance Assistance Total U.S. Total (S in millions) U.S, Total ($)
' | U 1)

Connecticut 96 74 170 .01 1.1
. Delaware o 17 14 30 .00 .6 .00 20
Wash., 0.T. 8% 4 ©132. .01 2.8 .01 2
Mathe © 40 117 158 .01 3.4 , .01 2
Marylend - 184 92 273 .02 6.7 .02 24
. Massachusatts 298 274 $72 .03 10.3 .03 18
New Hmmpahire 21 48 69 .00 1.9 . .00 22
New Jersey 327 : 222 . %49 .03 12,0 .03 22
New York 1,14 262 1,416 .08 18.6 .08 13
- . Pennmylvenia 559 © 354 913 .03 16.2 .04 18
c i Rhode lsland 36 . 40 9% .01 . 1.6 .00 17
" Vermont. 3l 28 - 49 .00 .9 .00 18
Urginta 101 197 298 .02 6.2 .02 a :
.Wegt Virginia 312 138 . 250 .01 4.5 .01 18
NORTPEAIT 3,075 1,93 4,979 .28 1884 .23 $20
Alabgea 9 " 304 400 .02 943 .02 2
rlorida 168 $99 768 .04 20.9 .08 27
Georgia 196 182 $78 .03 13,0 .03 2
Kentucky 100 4“8 S48 .03 1na2 .03 24
 Mississippi 89 307 396 .02 9.4 .02 24
North Carolina 89 %05 594 .03 1.3, .03 2
South Carolina 67 365 . 42 .02 10.7, .03 2%
Tenhessee 102 , 15 S 1) .02 10.7 .03 23
. SOUTHEAST 907 3,245 4,152 .2) 100.% .26 $24
. Hlinois 806 208 1,014 .06 22,5 .06 2
* Indiana 106 154 "2%9 .01 $.7 .01 2
Iowa 60 60 119 .01 2.3 .01 ‘20
Kansas 8 26 64 .00 1.1 .00 18
Michigan " 500 205 706 .04 11.5 .03 16
Minnesota 87 102 189 .01 1.7 . .01 .19
Missouri- 159 158 316 .02 7.4 .62 23
Nebraska 22 15 57 .00 1.3 .00 22
ohio 523 -426 949 .08~ 23,2 .06 24
Wisconsin 91 N I 166 .01 2.8 .01 17
MIDWEST 2,391 . 1,448 3,839 .21 81.6 .21 $1
Alaska . ) 12 16 .o .6 . .00 37
Arizona 38 137 178 .01 4.1 .01 2
California 1,054 307 1,561 .09 32.6 .08 21
Hawaii 53 0 - 8 .00 2.2 .01 27
I1daho T 16 30 46 .00 1.1 .00 24
Nevada 8 Lo - 36 .00° 1.0 .00 27
Oregon 91 124 a8 .01 s.1 .01 24 .
washington 126 131 287 .01 6.0 02 2
WESTERN 1,391 999 2,390 .13 52.7 .14 $22
Arkansas 61 214 215 .02 " 6.5 .02 24
Colorado I 91 168 .01 4.2 01 25
Loutsisna 170 340 - 810 .03 12.2 .03 24
Montana 14 26 - 40 .00 1.0 I 24
New Mexico 44 107 152 . .01 3.7 .01 23
North Dakota 5 14 T 19 .00 i .4 .00 20
Oklahama 58 128 186 .01 3.4 .01 18
South Dakota 12 20 2, .00 .6 .00 20
Texas 2712 919 1,190 .07 28.2 .07 : 24
Yo k) 18 51 .00 1.0 . .00 20
Wyoming 4 7 1, .00 | .00 22
B {1 «
WEST-CENTRAL 750 1,684 . 2,634 .15 _61.5\”‘ .16 $23
U.S. TOTAL a,sx 9,479 17,994  1.00 334.7‘-\ 1.00 $22
oy .

SOURCE: U.S. Department of Agriculture, Food and Nutrition Service, Food S
Ptaun — Statistaical Sumut% of Operations, May 1975 preliminary report . 4
y 31, . selections and derivations, p. l. '
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— This red1str1but10n from h1gher income to lower income states
- 'is also illustrated by average bcius values per recipient across .-
" states.(column 7). _Bonus values per recipient weré generally higher
“in lower income states. 56/ In the Southeast they averaged $24
and in the Northeast $207 other regions had averade bonuses of*
$21 to $23. New York__*_h" ‘th lowest bonus pe/r rec1p1ent averaging

$13. A e
‘-4- The shage of tota1 food st 'part1c1pants accounted -ft by publlc
assistance households (not including SSI recipients) v kied widely
across states (columns 1 aind 2). -In the ‘Northeastern, Midwestern,

.

and Western regions publi ‘assistarice households outnumbered $

non-public. assistance hougeholds, accounting for 61 percent of
rec1p1ents. In the West-Central aix espec1ally the Southeastern . .
regions, non-publ1c assistance hou el 1ds predominated, accounting ,
for 76 percent of recipients. Earlier sections of this paper have
shown that the probabi of multiple program reée1pt is higher.
for public assistance holds, and thus, the above regional
© numbers may indicate, -a rough .way, the directions of the '
: '-1mpact of multiple pr7gram receipt across regions.
Impacts of food stamps on poverty counts across states cannot be even hinted
at from the above data. This paper has stressed before that pre-feod stamp in-
comes in conjunction with bonus values must be known for each household in order

- to derive exact changes in poverty resulting from food stamps. These data do

not exist on a state by state.basis. Very rough estimates of these state by -

‘state impacts were made forLthe Study of the Measurement of Poverty by MacDonald

(8], . The MacDonald estimates were based on 1970 state income distributions,
adjusted to 1974 levels, and estimates of 1974 bonus values recelved by various

mcome classes. . /

/

~

#acDonald found 48 percent of poor persons receiving food stamps to be
removed £rom poverty by the receipt. of food stamp bonuses (valued at government

- cost). Among ‘all poor petsons, that is, among those receiving and- not recelvmg

“less than one percent ‘in Kansas, New Hampshire, and. North Dakota.

food stamps, 16 percent w'ere removed from poverty by food stamp bonusés.
Estimated state by state reductlons in poverty, ass sho&i in Table,r >
‘from 64 percent in the D]Jstr1ct of Columbia and 32 percent in New Jé

§se results
apparently reflect differences in food stamp partic1pat10n by- poor households

. ' across states and in pré-food stamp income levels of poor households. Among
- states with relatively low poverty reduction impacts from food stamps, the -

‘ Mountam West and Midwest States predommated.

These UJS. and state by stat%overty reductlon est1mates are biased _
upward by the methodologies utili in the estimates. Moreover; #he relative
.impacts across states -may also be subject to considerable error.y Utilizing -
data from the August 1974 CPS food stamp supplement, the percentage reduction
in poor food stamp recipients as a result of food stamp bonuses was estimated
for 12 states for whom food stamp sample households were fairly sizable. *These
CPS data yield only ‘the roughest estimates under a.set of simplified assumptions

and may themselves.be subJect to cons1derable error as to relative impacts across

R R
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Tab;le 24, Estlmated Percentage Reduction In Persons In Poverty

" reduction in poverty among food- stamp recipients is shoyn in ‘FTable, 25

dlspantles are obvious. A definitive analysis of the state by statey.

As A Result: of. E‘ood Stamp Transters, By' State, 1974 ) : ‘
: - ) >
State %T?eauctfon State . $ Reduction
Alabama : 8.8 New Hampshire 0.3,
Alaska- . 27.6 . dew Jersey 32.5
" Arizona 6.7 New Mexico - 29.6 .
Arkansas " 14.6- New York 14.7 2
California. © 20.4 North Carolina #3543 \
',Co&ofa@o 10.9 .North Dakota ~0.9
annectlcut ) 24.5 . Ohio . /"’L 31.4 »
‘Delawdre 3.9 _Oklahoma i 3.6
- District of Columb1a 64.2 Oregon ~—~ ¢ 21.1 .
_Florida 1¢.9 Pennsylvania - 18.0
Georgia ;9.0 Rhode Island + 26.1
" Hawaii. 55.9 _ South Carolina 26.0 ,
. Idaho , T South Dakota - 1.7
Illinois Vony, 29.6 ‘- Tennessee 11.6
Indiana 6.1 Texas T 18.7
Iowa - 5.6 Utah % 3.7 o
Kansas 0.7 Yetmont - 240
Kentucky . 26.5 Virginia ; 3.9
kouisiana 23.0 ° Washington ; .31.8
‘Maine - 16.7 ‘West Virginia v 6e2 -
Maryland 31.1 ‘Wisconsin < 2.6
Massachusetts 1.9 Wyoming - 2.4
_Michigan 25,0 . ,
Minnesota . 1.7 "§ U.S. Total 16.3
Mississippi - 14,4 -
Missour i - 8.0
- Montana. " 6.6
- Nebraska - 2.0
Nevada 9.7
SOURCE: MacDonald [8], Table 7, pp,_ 25-26. o v
state vertheless, the d'iffer&%gs between the MacDonalcf and the ;, ! -\,“ 't.unates )
are st ng. 'The ranking of the 17 states from greatest to least. ‘ AR e

.ungacts
of food“stamp bonus values on poverty- counts’ must clearly awa1t the c% t.10n
of the 822a Survey of Income and Educatlon. '

[‘A.
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Table 25. Peréentage Reduction In Poor Food Stamp Rec1p1ents After. .
&celpt of Food Stamp Bonus Values: Rankmg from Greatest '

_ . - to Least For Selected States - .

L - o ".August 1974 CPS . o .

S . ' _Estimates - - “MacDonald Estimates -
Florida -~ . 6 8
Georgia S 3 R 11
Illinois s 11 ' o i 2
Louisiana 12 4
.Michigan 2 -6
Missouri . 8 o 10
New Jersey - ) ' 3
New York’ 5 9

) North Carolina 9 . 12

Ca Ohio ) 7 1
Pennsylvania 4 . -7
Texas . - 10 & 5 .

e

_‘Public Housing _ ' o _ 1 ,'
| Low-rent public housing is a local ptogram with widely drfferlng 1mpacts,
across areas. The availability of public housing units varies from area to area
as do eligibility criteria and net tenant benefits.

Estimates of the number of households occupylng low-rent publlc hougang by
income ‘class and by state are shown in Table 26 for June 1974. For the United
States as a whole, over one million households were occupying such units-and an
estimated 77 percent of occupants had incomes below $5000 annually. Numbers of
tenant households varied from 326 in Wyoming to over 114 thousand in New York.

Table 27 shows tenant households as a percentage of all households in the
respective income classes and states. Proportions of low-income households
benefiting from public housing varied sharply across states. Highlights of
Table 27 are that: A . p

— Occupants formed a very small proportion of alk households in-
the United States — 1.6 percent.— and a somewhat larger,
though still small, .proportion of households with 1ncomes
below $5000 -- 4.4 percent. .« .

== The proportion of households that were public housing occupants
varied across states, from 0.3 percent in Wyoming to 3.6 per-
cent in Alabama, and 4.0 percent in the District of Columbia.

~=— -Among households with incomes below $5000, the proportlon i
in low-rent publlc housing varied from Q.6 percerit in Wyomlng
to 11.5 percent in the District of Columbia. -

v . N 71 C . *
. A o A
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Table 26.\ Low-Rent Publxc Housing Occupants By Incane Class By State,

% June 1971 1/ .
) :ﬁﬁual Imre [+] 4]

. Under-  $1000- $2000- ‘53000-' $4000-. $5000~ - $6000~ Under - o
State ) $1000 ,  $1999 $2999 $3999 $4999 $5999.  $6999 'l‘oﬁ $3000 ”
Al abama’ 929 12,188 8,004 47 4,545 2,251 1,024 37,062 -.32,613
Alaska 0 "33 126 - 160 115 63 104 1,026 438
Arizona 17 1,814 1,586 927 - 480 265 149 5,366 4,824
Arkansas 123 4,287 2,455 2,015 1,330 707 240 11,419 10,210

¢ California 188 2,550 19,1034 12,618 -9,714 6,416 4,388 60,878 44,173
Colorado 14 1,343 1,519 995 571 416 @ 352 5,706 4,442
Connecticut " 84 2,444 3,485 2,995 2,165 1,584 1,353 16,268 11,173
Delaware ‘ 12 591 712 309 185 282 167 2,410 1,809
District of Colurbta 61 2,490 2,566 1,899 1,059 732. 609 10,613 8,075 i .
Florida 690 9,576 - 7.,_38& 4,889 3,920 2,619 1,406 32,051 26,463, '
Georgia 940 - 14,539 11,951 6,930 45,112 3,591 1,837 47,344 19,472
‘Hawaii 7 494 927 781 613 485 449 4,830 2,822
Idaho R 352 366 129 *s1 20 - 9 '938 904
Illinois 327 13,750 15 282 10,984 7,171 5,025 3,820 67,893 49,514
, Indiana 339 3,270 3,675 1,775 1,234 954 -~ 849 13,881 10,293
Iowa 20 1,093 1,009 . 474 218 123 - 101 - 3,157 2,814 .
Kansas 38 1,456 1,666 991 693 386 252 5,893 4,844
Kentucky 216 6,049 5,076, 3,293 2,278 1,459 819 20,278 16,912
Louisiana 1,654 8,624 6,780 4,856 2,588 1,104 530 26,589 24;502
~__Maine 9 354 741 540 333 324 219 2,780 1,977
Maryland 64 4,151 4,975 2,695 1,311 1,265 1,214 17,775 13,196
Massachusatts © 93 2,739 12,211 6,152 4,617 2,745 1,885 33,526 25,872
Michigan 145 5,632 6,539 3,887 2,126 ,‘,508 ‘991 23,219 18,329
Minnesota 132 5,316 6,331 2,818 1,339 652" 385 17,951 15,936
Mississippi 658 2,763 2,046 1,766 ° 1,408 656 346 10,057 8,641
Misgouri 662 3,869 4,232 2,128 1,615 1,379 932 16,526 12,506
Montana ;0 279 520 311 197 131 - 74 1,602 1,307
Neb:zka 70 3,105 2,611 1,314 511 270 176 8,253 7,611
Nevada 13 488 900 - 463 362 460 393 3,371 2,226
_New Hampehire 11 499 860 §81 565 499 324 3,774 2,616 .
New Jersey 180 4,556 7,984 9,051 5,254 4,683 3,795 43,406 27,025 N
New Mexico S5 1,140 1,270 . 795 648 252 135 4,425 3,908 =
New York 395 14,029 28,765 19,267 14,632 11,140 8,376 114,165 77,088 _
North Carolina 733 6,189 6,014 3,4 3,728 3,073 1,876 28,407 20,158 *
North Dakota 0 462 937 - 458 292 170 122 2,616 2,149
Ohio \ 239 15,940 12,755 5,844 3,497 2,697 2,057 46,311 38,275
Oklahanp : 37 4,119 '3,060 1,964 886 320 91 10,649 10,066
Oregon.’” 24 1,820 2,887 1,518 854 519 259 8,172 . 7,103
PennsyiVmia 266 11,550 14,638 13,063 9,217 5,102 3,957 66,032 48,734
Rhode Island . 35 1,929 2,425 1,274 925 685 564 8,498 6,588
South Carolina 847 2,793 1,828 - 1,344 1,415 716 391 9,674 8,227
South Dakota 15 665 - 702 463 180 . 112 45 . 2,234 2,025
Tennessee 1,046 13,947 6,675 4,274 3,622 2,226 1,114 34,218 29,564
Texas ) 726 20,561 11,731 7,153 . 4,469 2,356 1,010 49,021 44,640
Utah N na -na na na na na na na na
. Vermont 0 146 333 231' 194 144 95 1,246 904
Virginia 232 3,074 3,960 3,720 1,934 1,594 1,028 16,816 12,920

4 Washington 58 3,456 5,460 3,684 ' 1,803 937 513 16,716 14,461
West Virginia 101 1,488 1,320 70y 514 249 - 126 4,655 4,124
Wisconsin 42 2,037 3,522 1,665 793 458 3g2 10,019 8,059
Wyaming 0 25 90 S0 , 30 45 40 326 195

‘ ' U. S. Total ’ 10,394 249,467 259,862 166,312 114,339 72,761 51,972 1,039,447 800,374
SOURCE:  Unpubl {shed data. from HUD. S -

1/ HUD data show income distributions of those households re—examined for continued
occupancy during September 1972 - October 1973. It was assumed that these income
distributions were valid for all households occupying low-rent public housing in June 1974.
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See Table 26. Population information used to calculatg percentages is jrom: U.S.

Bureau of the Census, Census of the
’

Report PC(1)-D1-52

w

' SOURCE:
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:fuedlcald S e » / .
_ ® E1191b111ty for, and beneflts from, Meggég&d vary w!hely across’ states. Many
of these differences‘across States have been mentioned in earlier. sections. Most: .
. important are differences in eligible households, which teflect primarily:
- (a] whether sta have a program for the medically needy, =— 25 states and the
District of Colufbia have such programs; (b) the size of"the AFDC, and to a lesser
degree, the SSI recipient population which is categorically eligible for Medicaid;
and (c) -income limits for AFDC which are used in Medicaid income tests and the
size of the low—-income population. Average benefits paid to eligibles also differ
. since the scope of services provided under Medicaid varies across states. 57/
Moreover, utilization of health care services will differ with demographic. char-
acteristics of ellg1bles and with varying access to health care. Health care costs
will differ as well. ' The interaction of these many factors will 1nfluence how

Med1ca1d varies across states. P . i :
v , . 4

Various data on outlays and recipients for flscal year 1973 are sﬁbwn in
. Table 28 for each state. Highlights of the table are that:

— The size of the: rec1p1ent population (column 1) var1ed from 3,009,000
in California to.6,000 in Alaska. Arizona had no Medicaid ‘program.
Total recipients, of course, reflected total state-populations.

-— The ratio of recipients.to population, however, did vary fairly

-widely across states, from-.19 in the District of Columbia # .02 -
) in Alaska (column 3). All states with above ‘average ratios had Y
medically needy programs (column 10) except for Mississippi. " _-:,\.:,- \

- Outlays (column 4) varied from $2.3 billion in New York to $3 million
in Alaska. New York accounted for 26 percent — and New York, Cali-
fornia, and Illinois accounted for 44 percent =— of all Medicaid outlays
(column 5). ©Gutlays, of course, reflected numbers of recipients, but
the relat1onsh1p was far from proport1onal. ’

‘\:X-Outlays per rec1p1ent (column 6) varied sharply, from $811 1n -
New York to $185 in West V1rg1n1a. _

.- States with medically needy programs in general had lower propor-
) , tions of Medicaid recipients who also received cash public assistance
(column 7). These proportions varied from 100 percent in Alaska
+ . to 62 percent in Massachusetts. Public assistance recipients
accounted for somewhat lower proportions of Medicaid outlays
{column 8) — in Massachusetts some 37 percent.

4

62

NG B
. ’ R
- cateeT




O

ERIC

Aruitoxt provided by Eic:

v -

 Fiscal Year 1973

Table 28. Medicaid Recipients and Outlays, By State,

(1) - (&) : ) (4) - (5)
ipients Percentage - - - Percentage
(Persons - of Recipients/ Outlays ($ - 4 :
State in 000) " U.S. Total Population 1/ in millions) U.S. Total
Alabama 259 “1.3 .07 80 » 0.9
Alaska 3/ 6 e o2 3 .
_Atizona 4/ — —_— — . — -_—
Arkansas 109 0.6 .06 46 0.5 °
~ California 3,009 15.1 (S L 1,088 12.6
" Colorado 152 0.8 .07 - 74 0.9 -
Connecticut 178 0.9 .06 119 1.4
Delaware . 48 0.2 . .08 11 . 0.1 .
District of Columbia 140 0.% .19 63, . 0.7
Florida 311 1% . .0 98 1.1
Georgia 445 2.2 .09 177 2.0
Hawaii ] 0.4 .10 31 0.4
1daho 34 0.2 .04 16 0.2
Illinois 1,226 6.1 - .11 480 5.6
_ Indiana 224 1.1 | .04 126 1.5
Iowa 124 0.6 .04 37 . 0.4
Kansas 148 0.7 .07 74 . 0.9
Kentucky 341 1.7 .10 74 “049
Louisiana 253 1.3 .07 81 0.9
Maine 89. 0.4 .09 43 0.5 8
Maryland 415 2.1 .10 17 2.0 .
Magsachusetts 728 3.6 .13 380 4.4 -
Michigan 749 3.7 .08 427 4.9 -0
‘Minnesota 241 1.2 .06 182 2.1 - :
Misgissippi 254 -1.3 =11 56 0.6 o E . r
Missouri 323 1.6 .07 68 0.8 DO ‘
Montana 36 0.2 - .05 17 0.2
Nebraska 69 0.3 .05 41 . 0.5
Nevada 21 0.1 .04 12 0.1
New Hampshire 41 0.2 .05 11° 0.1
New Jersey 533 2.7 .07 249 2.9
New Mexico 65 - 0.3 .06 20 0.2
New York - 2,786 13.9 .15 2,261 26.2
North Carolina ° i 293 1.5 ~,06 ©108 1.3
North Dakota @i &, 28 0.1 .04 - 15 0.2
Ohio ] R 7 578 2.9 ' .05 221 2.6
Oklahama & ° 224 1.1 .09 115 1.3
Oregon “ / 131 0.7 .06 32 0.4
Pennsylvania 1,281 6.4 .11 406 4.7
Rhode Island 08 0.5 W11 58 0.7
South Carolina "7 165, R 0.8 %, 06 45 0.5
South Dakota o2 7 0. .04 15 0.2
1.1 .05 69 0.8
3.4 .06 336 3.9&
0.3 .05 25 0.3
0.2 .09 . 24 0.3 -
1.4 .06 107 1.2
1.5 .08 . 139 1.6
a5 0.7 .08 26 0.3
1.5 .07 184 2.1
* - .03 4 *
8.4 " na 95 1.1
001 na 2 *
100.0 .10 8,640 100.0
el
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‘Table 28. Continued

U.S. Total 432 74 S5 770

(6} (7) 8) W (9) (10)
Vendor Pmt Medically
Outlays per Public Assist. Recipients—% Of: Per AFDC
suc/‘ __Recipient {$) Total Reciplents %EI Outlays Fnuy ($ Progru
ﬁ
. Alabama ’ 308 : 96 : 73 393
Alaska 3/ ~571 100 - 100 na
Arizona 4/ — — — —
Arkansas 417 91 ‘\ . ’ 56 T 244 .
California , 362 . 85 69 877 X
Colorado 487 ! 77 -1} 497
Connecticut . 668 76 446 760 X
Delaware 233 . 94 . 7 535
District of Columbia 450 66 61 8l2 X
Florida LY 314 : 93. s8 . 395
Georgia ’ 399 * 95 A 532
Hawail :1] 60 794 X
Idaho : x; 469 . 89 62 787
Illinots . 4 . 392 85 65 1,054 X
Indiana .° .- 561 92 61 . 795
Iowa Y o298 91 69 751
Kansas . U, 496 78 - 77 813 X
Kentucky . . {416 . 65 63 © 467 X
Louisiana . e 320 95 v 68 278
Maine, cweet 2N - 487 94 78 ]
Maryland - 412 68 . 60 956 X
Magsachugsetts 523 62 - 37 800 X
Michigan 570 - 82 58 - 811 X
Minnesota 755 n 53 - 997 b SR
Mississippi 219 84 75 168
Missouri 211 86 - © 74 385 o
Montana 473 83 52 . 756 X R
‘Nebraska : 596 78 53 731 &
Nevada 544 89 55 ' 845
New Hampshire 283 79 72 630 X
New Jersey 467 87 60 891
New Mexico 309 96 84 487
New York . 8l1 70 38 1,403 - X
North Carolina 368 76 60 524 X
North Dakota -~ 536 .- 81 49 83s X
Ohio ) 383 95 93 622
Oklahama . 512 . 82 . 64 523 X
Oregon 241 75 65 477
Pennsylvania 317 . ’ 66 41 603 X
Rhode Island, 535 t. 66 48 896 X
South Carolina 274 95 64 ’ 355
South Dakota 544 : 82 48 522
Tennessee ile . 96 73 336
Texas 500 92 67 772 -
Utah 416 70 77 624 b'e
Vermont 562 ) 69 42 690 X
virginia : B¢\ 72 4 56 - 619 X
Washington 476 77 59 618 X
West Virginia 185 . 95 97 955 X
Wisconsin 605 67 42 1,038 X
Wyaming 426 . 97 83 438
Puerto Rico 56 Z, 11 12 170
Virgin Islands 75 Y 10 : 1 146

* Less than .05 percent.

Source: Unless noted, data are from:

1/ Population data are fram:

DHEW, SRS, National,Center for Social Statistics,

Numbers of Recipients and Amounts of Payments Under Medicaid, 1973, Advance Copp,
August ,» Table 1. ' '

Bureau of Census, Current Population Reports, Estimates of

the Population of Counties, July 1, 1971 and 1972, Series P-25, No. 517, May 1974 and
Est;@?tes o§ the P%atxon o§ States w{m C@nents of Change, 1970 to 1373, Series
P-25, No B Yy ( .

2/ Subcammittee On Fiscal Policy [20], Table 16, p. 30.
{ Alaska entered the program in September, 1972.
4/ Arizona entered the program in 197S.
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— Vendor payments per AFDC family during fiscal year-1973 (column 9)
varied from $1403 1n New York to »168 in Mississippi.
2 : .
Whichever of these measures one uses, the differential impacts of Medicaid
across states are considerable. Medicaid incidence and qutlays per recipient
show wide variations. Differential impacts on poverty across states are qugprn
and 1ndeed are not currently measurable. . ' '

Medicare

Medicare 1s a Federal program for the aged and disabled eligible for Social
Security or Railroad Retirement benefif® As such, enrollees will depend.largely
on the numbers of aged, and to a lesser degree the disabled, within each state. &
Outlays across states will be influenced primarily by n:pggrs of enrollees, but

\_ will also reflect differences in utilization of health sérvices and in meq%cal

costs. ; . ) :

# : = _

Data on Medicare enrollees and reimbursements in 1972 are shown in Table 29 A
for each state. - Highlights of ‘these data are that: -

-~ Enrollees (column 1) varied from 1,989,000 in New, York to-7,000

1n Alask Enrollees as a percent of each state's population
(col varied from 15 percent in Florida 'to 2 percent 'in Alaska,
pres reflecting differences in aged persons relative to total
populations across states. '

— Total reimbursements (column 4) va?&ed from $1 billion in New York
‘ to $3 million in Alaska. New York and California agcounted for
f 24 percent of total Medicare reimbursements (column 5). -

*

- Net outlays per .enrollee (cf

6) varjed from $473 in Massachusetts ’
To soggagixent this reflects dif-
ferences 1n the percentage/Of enrollees receiving reimbursements
(column 7) whigh varieg*from 53 percent in California to 32 percent

b ©1n Miss1ssippi,. - . ' .

-- In ddditior} ﬁ:?ér; 1t reflected varying costs of medical care
across\stat@. \ An index of hospital care costs for 1972 (column 8)
showed widd’ ariations;, from 138 percent of the U.S. average in
Alaska to 69 percent in Mississippi, South Dakota, West Visginia, and

© Wyoming. P
DETERMINATION OF THE STATE SHARE OF iN-KIND TRANSFERS
s It 1s clear from the preceding discussion that the distribution of governint-
provided in-kind transfers varies greatly across states. Yet, to the extent the
distribution ol transfers can be explained by the distribution of the gjverty popu-
lation acSQSS.states, impacts on state poverty ¢ounts from includihg in+kind
1

> transfers-in income might be minimal. 59/ In this section, regression results
bearing on the state distribytion of transfers are presented. .
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_ Table 29. Medicaye Enrollecs and Reimbursements, By State, 1972

24 BE I 3] {4) (3) (6) N (8}
S i *  Net Percent of
» ' . Outlays  Enrollees
| b . Enrollees Percint . Reimburse-  Percent Per Receiving Hospital
) (Persons of U.S. Enrollees/ ments ($ in of U.S. Enrollee Reinburse- Cost
State ) * in 000) Total Population 1/ millions) Total ($) 2/ ments 3/ Index 4/
Alabama 374 1.7 .10 94 1.2 222 M 79
Alaska 7 . .02 k) . 46 38 ' 138
Arizona 181 0.9 .« .09 70 0.9 336 45 116
Arkansas 252 1.2 .13 67 0.8 220 35 .70
California 1,885 9.0 .09 951 11.9 457 53 137
Colorado 199 1.0 .08 74 0.9 g 48 99
Connecticut 300 1.4 .10 135 1.7 40 126
Delgware, 47 0.2 .08 17 0.2 319 39 107
D.C. 69 0.3 .09 - 30 i 0.4 396 39 135
Florida 1,064 5.1 .15 419 5.2 = 346 45 9
. Georgia 391 1.9 .08 : 111 1.4 236 40 86
" Hawaii 50 0.2 .06 15 0.2 263 - 42 97
- 1daho bE) 0.4 .10 23 0.3 : : 4“4 83
Illinois 1,120 5.3 .10 435 5.4 36 106™
Indiana 508 2.4 .10 ‘ 162 2.0 272 36 86
Iowa 360 1.7 .12 115 1.4 273 38 m”
Kansas 276 1.3 12 94 1.2 293 4] . 79
Kentucky 350 .7. Al 93 1.2 219 37 - 75
Louisiana 322 i o5 .09 91 “l.l 236 ©37 98
Maine 124 0.6 12 42 0.5 287 35 85
Maryland 31l 1.5 .08 1.5 43 7 116
Massachusetts 646 3.1 .11 : 336 4.2 73 \ 40 lgt
Michigan # 788 3.8 .09 349 4.4 A\ J96 42 -1
Minnesota 425 2.0 . -1l ' 170 2.1 S4 40 87
Miasissippi 239 1.1 .11 65 0.8 ‘223 3 69
Missour i 577 2.8 A2 189 2.4 280 40 85
Montana 72 0.3 .10 24 0.3 283 Y % } 73
Nebraska 188 0.9 .12 59 0.7 267 36 81
Nevada . 36 0.2 .07 .. 16 0.2 385 45 114
New Hampshire 86 04 ., A1 . 28 0.4 280 0 84
- New Jersey 719 3.4 .10 279 3.5 4l 4 94
New Mexico 8l 0.4 .08 . 25 0.3 261 38 98
New York 1,989 9.5 .11 1,% 12.6 458 44 125
North Carolina 445 2.1 .09 1 1.6 23] 33 76
. North Dakota ) n 0.3 : .11 .25 0.3 310 44 78
Ohio 1,026 4.9 .10 360 4.5 304 38 96
Oklahoma 313 1.5, .12 .99 1.2 270 44 . 84
Oregon ! 239 1.1 A1 S 76 1.0 27 » 42 100
Pennsylvania 1,311 6.3 .11 458 5.7 30 39 92
Rhode Island 108 0.5 .11 ' S0 0.6 416 47 117 .
South Carolina 207 1.0 , .08 47 0.6 180 35 71
South Dakota 83 0.4 .12 26 0.3 261 k¥ 69
Tennessee 406 1.9 .10 110 4 1.4 223 36 79
Texas 1,055 5.0 .09 394 . 4.9 327 \ 45 86
Utah 82 0.4 .07 24 0.3 . 239 37 95
Vermont 51 0.2 .11 20 0.3 7 4l 45 91
Virgima 387 1.8 ¢ .o8 111 1.4 239 3 - 80
Washington 339 1.6 . .10 ’ 116 1.5 296 46 111
West Virginia 205 1.0 .12 54 0.7 214 4 69
Wisconsin 491 2.3 .11 180 2.3 320 36 88
Wyoming 32 0.2 .09 9 0.1 242 40 69
U.S. Total 20,947 5/ 100.0 .10 7,991 100.0 Rk 41 100

* Less than .05
Source: DHEW, Social Security Administration, Office of Research and Statistics,
Medicare 1972 (Section l.l Reimbursement By State and County), 1975. ) .
» 1/ Population oata for states from: U.S. Bureap of Ceénsus, Current Population Reports, ation

= Estimates and on]'ections, Estimates of the Population of Counties, July.l, 1971 and 13/<,
r1es ’ . 217, May 1973, U.5. total from: U.5. Bureau of éensus, éurrent Topulation
Reports, Population Estimates and Projections, Estimates of the %anoﬂ. of States With
o nts o ange , to , ceries P—25, No. » July 1974,
2/ Net ou.ﬂ_ays Per enrollee is the amount reimbursed divided by the number of enrollees.

Re imbursements increased by the administrative costs per enrollee (as shown in Subcommittee
On Fiscal Poli }, p. 205 and diminished by the premiums per enrollee of the Supplementary
Medical Insur rogram. Administrative costs less premiums totaled - $47.00 per enrollee.

3/ This number is derived fzrom Medicare 1969 and is the number for 1969 program operations. Data
for 1972 are not available.

4/ The hospital cost index is computed from data on expenses per adjusted patient day from: DHEW,.
Social Security Administration, Office of Research and Statistics, Medical Care Expenditures,

Prices and Costs: Background Book, September 1973, p. 47.° . Fd
5/ Incluces T4,000 enrollees for residence 1S unknown. . R Ty
. : e
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.. In these regressions, the share of the poverty population in a state was
fagnd to be the single most important expianatory variable of a state's share of
in-kind transfers for the food stamp, low-rent public housing #nd Medicaid
programs. 60/ Estimation.results are shown in Tables 30 through 32 For
‘food stampET the equation accounted for 91 percent of the vargance in state
shares of transfers (bonus values). The state share of the U.S. poverty
population explained most of the distribution of food stamp transfers across
states (beta coefficient = .95). The coefficient relating the two variables was.
1.01; thus a one percentage point rise in the poverty population shape was gssoci-
ated with a glightly more than one percent rise in the share of fggépgtmnp’ .
transfers. The average bonus value per recipient and the estimat participation
rate among eligibles across states were also significantly and positively asso-
ciated with the state share of transfers. . ,

The number of low-rent public housing units/ 61/ across states was signifi-
cantly and positively related to the number of ﬁaﬁ?lies in poverty. A rise of
100 poor families across states was associated with an increase of 3-4 public
housing units. About 25 percent of the variance in the number of public housing
units across states was not explained by the estimated equation.

The state share of Medicaid transfers was significantly related th several
variables, - including the state share of U.S. public assistance recipients, the
existence of a medically needy program and estimated potential eligibles for such
a program, and the number of health care professionals relative to the state
population. A state's share of the poverty population was not utilized in the
equation in order that a state's share of public assistance recipients.could % ,
be entered. The public assistance share was preferred on theoretical grounds
(PA recipients are categotirally eligible for Medicaid regardless of income) and
performed better. Nevertheless, the two variables were closely related. A rise
of one percentage point in the state-share of public assistarice recipients was
associated with a .7 percentage point rise in the share of Medicaid transfers.. -

To summarize, the distribution of the three .in-kind transfers across states
analyzed here is related most importantly to thé distribution of the poverty
population gss states. The differential imgact on states.of adding these
in-kind tran®¥T®rs to income 1s thus probably less than would occur if the trans-

fers were unrelated to state poverty levels. '

»
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- Table 30. | Determinants of the State Share of Food Stamp Transfers

- FSHAROUT = —2 044 + 1.009 SHARPOV*** + (0,727 BVPEREC*** + 0,0}1 PAR’I'RATE*
(0.046) ‘ © (0.024) - (0.005)

@ :

2 - o .

R = 0,912 SE = 0.6043

Where: - | . ;iP -
FSHAROUT is the share of the total U S. program transfers or bonus
values in each state for FY 1975

SHARFOV is each state's share of the U.S. poverty populatlon in
1969 (1970 Census data).

. BVPEREC is the average bonus value per recipient in each state in
June 1975.

PARTRATE is the est1mated participation rate among e1191b1es in
the food-stamp program in each .state for 1974. (Estimated by
Bickel and MacDonald, Participation Rates in the Food Stamp
Program:. Esgtimated Levels, by State, January 1975.)

-Q\- . .

AN
bl

.
[ O

R , Signi‘ficance Levels: * =ah05, .*.* = .Ol,/ *** = 005

[

‘Table 31. Detérminants of Numbers of Low—Rent Public
' Housing Units Across States

)

NUMLRPH.= -1065.607 + 0.038 POVPOP*** + 0,952 POPDENS
' (0.003) " (0.940)

_'2" » B N v . .

"R =0.749: SE = 11429.507 v

where: ' ‘

NUMLRPH (is the number of low—rent public hous1ng uni€s in each
state in FY 1974 .

" POVPOP is the poverty populatlon in each state in 1969 (as
measured by the 1970 Census)

POPDENS is the population density (persons per square mlle) for.
"each state in 1970.

L 4

-SignifieanCe Levels: * = .05, ** = 01, *** = 005
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Table 32. Determinants of the State Share of Medicaid Transfers 1/
v C.

*  MDSHROUT = =2.515 + 0.697 SHARPA*** +.0,304 ACTMDND*** + 0,005 HOSPCSTI
| ' (0.047) " (0.060) © (0.005)

)

+ 0.730 HEALTHCR** + 0.006 PERURB

‘ (0.228) - (0.006)

R =.958 SE = 0.4379 . .

éﬁ;. where:

MDSHROUT is eath state s share of total Medicaid transfers for
FY 1973.

SHARPA is the share of total public assistance recipients residing
in each state in June, 1973. - Public assistance includes = 7/
recipients of Aid to the Blind, Aid to the Permanently and
Totally Disabled, Aid to Families with Dependent Children, and
0ld Age Assistance. '

: _PE:RURB is the percentage of each state's population living in urban
areas in 1970. _‘
HEALTHCR is the percentage of each state's population employed. as
health care professionals or related bersonnel in 1970, ‘

HOSPCSTI is an index of the cost of a patient day in a coan‘mity
hospital in each sfate in 1971. -
-

'ACTMD\JD identifies states with a medically needy program-in FY 1973
It has a zero value for states with no program and for those
with a medically needy program it is the state share of the
U.S. population with incomes between whe poverty threshold

’ and 150 percent of the threshold im 1969.

‘ ! .

L
Significance Levels: * = .05, ** = ,01, *** = ,005 . i

1/ The regressmn shown here does not in¢lude New York which accounted for *
26 percent of Medicaid outlays in FY”1973. when New York was. included,
the regression coefficients were considerably altered, predictions fax
most other large states were poor, only a 15 peggent share for New York
was predicted, and the R%\gwas lowered to .732. "It was therefore con-
cluded tHat the New York experience is so inexplicable with this model
as to better be left excluded Qm the regression,

{
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eis TO TECHNICAL PAPER.VEL . PR g

* l
1. Tax subs1d1es (or tax expend1tures‘)' should clearly‘,t be considered
o m—kmd subgidies for égurposes of inclusion 4n income when after—tax income
el .1§ measured. . Even wh&h pre-tax. 1ncome i measured, the case for inclusion. -
#:  1s not clear since families receive such &gbsidies only when they pay taxes .
and since after-tax income is the desued measure of relative well-bemg !

'.v

rect’ benef1ts of in-kind income see
icient,. Institute for Research
1versity of W1scons1n-Mad1son-
stimal Redlstrlbutxon,"rﬁmerlcan .

s E. Smolensky, L. Stiefel,

. 2.-) For some selected views on i

I 'Garfmkel Is In-kind Redistributig]

Foverty Reprint Serles, Reprint 9

? ¥.8ochman a8 J.D. Rodgers,. "Par
Economic Reviéw, Sept. 1969, pp. 542~

kmd Transfers to the Personal

_ undt R. Plotnick, Addir
Income and Outlay Account, Institut® For ReBearch oy Foverty Discussion

hpa"pe rs, 199-74, 5n1’vers1ty of W1scon,s1n-Mad1son, and Ly ’I’nurom ."Cash Versgs
In-Kind Transfers," American Economlc Review, Ma 1974, pp. 190-—],95 '

1

RS £ 3, :I;i'us framework of consumer sove elgnty res' "mer1t i;pods" (or
pater ist1c) arguments that some individuals may #ot be the best. Judges
of w 1s in their own or their, fam111es best . 1nteres.t. - _ . 2

[ :"‘,

. paper util izes geometr1c representatlons for: expos1tory purposes.
ioris may be derived ‘athematlcally. Such derivation can be

v unq, 1r£ most le,"ionomlc théory textsor for a partlcular application to inwg

kmd transfers,, see M. Schmundt, E. Smolensky, L. Stiefed [15] * .
. . 5.7 This effect can, of cours’a, work to lowerﬂremplent vwionrelative, -3
to government cost if the government is less efficient than the ate sector. . .

Emp1r J,cal ev1dence shows ‘this to be the. case for public housmg v .

v 6. In 1sltus510n, unpacts of in-kin s1d1es on. market pr1ces are
umed to be x1stent that is, the in-kind su sidy may alter effective
ices faced by the recipient, but not market pr1ces faced by the populatlon at

large. Factor supplies are also assumed to be unaffected by the subsudy . Moreover,
no.allowance is made for the potential distaste of having to .accept "welfare" or .
to use food stamps for example, which identifies one as a "food stamp reciplent" &

" 1in f‘publlc r _ _
: 7.5” E‘or a'l mére deta1led dxscéssmn of these condi s, and the1r potent1al

app§1cab111ty to rnative Federal programs,’ see M. ‘Schmundt, E. Smolensky\
L.*Stiefel, wWhen Do Recipients Value Transfers ‘At slr Costs to Ta_xggyers?,
‘Institute faor Research‘on Poverty Discussion apers, =13, __mvers:.’ y O

W1sconsm - Mad1son.

D |
#.

o i ' Y :
8. A th1ra ¢lass of househo . ignored in ‘this analy51s since they do not
teceive food stamps, are those wit ch low preferences for food that they do.

t part1c1pate in the programneven hough they are el1glble. L L.
‘ . . . ’ :l R . '._ '_4;;).!_-

9, Galatk! [6], Table 5, p. 299
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.+ 10. The da from the $72—73(Surve of Consumer
' Expenditurks-are /in dssessing cas. equivalents dW food Stamps.
ﬁlt is only the first yéar-dMiry imformation that is available and food stamp 'y
‘recipients can no identifd. us the amounts and proportions ofy, food - ' ,.
shown in the da ow are averages wf amounts for (a) food. sta:; recipients, e
n

1b). families. eligible for foog 'stamps,%ut not participating i e program - .. ",‘}.'
(it is likely that the" prefereftes for food of these e11glb1e, non-participating ‘f‘
families will be less than preferences of food stamp partio Tts, thus makmg : ;"-*'-.;?'.; kK
participation in the program unattractive from their perspective), and ' S
(c) fapilies not eligible for food stamps. Thus, these averages can in no way 4

. be used to make inferences about food consumption of food stamp recipients
- relative to food stamp allotment amounts; they are shown for mformatxonal

purposes only. } _ , o, k oo
Weekly Expenditures On Fé;ﬂome: July 1972-June 1973 ' ’g'; _. . '
e * Family Size .

. . Gross 1 2 3’ A
‘ Family o~ Weekly Amount 1/ wWeekly Amount Weekly Amount _/ Weekly ?&\20’: A
Income . Amunt Income ~ Amaunt Income ¥ Amamt Thcome Amount Income

.

® . under 53000 $8 263 s15 528 $19 668 $23 ‘8o ¢
00-53999 $24- 368 - $25 - 3Th-
400054999 . s28 320 -
- $5000-55999 . _ - o /

Source: 1972-73 Con§umet Expenditure Dlaty Survey; basic tabulations furnl =
Q' Bureau oE Labor Statistics.

pV4 Ratio %rweekly amounts] x 52 7 [annual. irwme at n%tnintsl

N

‘were as follows for the one— through
$92, $ll2 and 5132 -

11.* Low-rent public housmg s only one
viding benef1ts to low-income households. It w
#in this paper t se it is at present, the largest
* t 60 perofsgof combinaeg housing outlays g and because Its<chdr
‘a e in that " amounf of hdusing sgvmes consumed is fixed .fox-
Other housing prog , operate” through pri
ito Ehe amount pf hﬁus fig- services consumed.

. _IZJU. S. Department of Hou,smg and Urban Developnent [27] , p. 12 :

5 13. Kraft -and OIse [71, p. 11 e .
. 3 N E

) * p » ‘ ’ ! )
c Y - : ,
. '-(‘."‘ ) “9‘ 74




14 Wsuch yam approach would also Limit fam111es récelvmg benefits: from‘ -
Medicare and Medicaid to'thdse. who actually.utilize health services duning“

a specific time period. Buk; families who arqseirplied 15, JMedicare ot ., . -
.. eligible for Medicaid réeeive some beneflts wnethet they "\Lge health serv1ces_
'+ during a particular, per~1od or not. P

"} B ; %_

Several qualifications to th s outcome, pecullar Whealth 1nsurance,

w1ll be dlsessed below. : ) v
% 716, Blechman et al. (2], pp. 53-¢ 6' | v v
. 17. ’I'h1s is the opposite result £ the current Situation where pr1ce

indi€es include weights for goods received free or at low cost by some families.
Such in-kind transfers are not added int®tncome and such transflers (e. g.,:food
stamps and Medicaid) often prov1de protect' agamst pr1ce hcreases. v

18. Smolensky et al. [17], p. 37. It should be recalled that single pro- .
ff‘ o gram cash " equlvalent ratios found by Smolensky were qu1te high for food stamps " 1
. and publlC housmg _ _ %
; .
19. Murray [11] prov1des an excellent case study of the use of utility"
: functions in estimating cash equivalents; asﬂnnptl.ons, derivations, parameter
oo estimates, and differences in cash equivalents are shown for the Cobb~Douglas
Q and generalized CES utility functiohs. In additigp, Schmundt et al. [14],
« pp. 17-21, contains ap interesting ‘discussion of- some of the problems of™
' utlllzmg ut1,11ty. ‘functions. R ol "‘?‘%'
S o 20, Mahoney (9], p..120. The spec1f1cs of thls,,' 2 \ch were%eyr Jo
described and the discussion ‘in thls paper is the au ; nu:d:pretatlon of.

¢ the "net funds released” approac <

v ‘ : !

.\‘g; N 21. It isrpossible that the food consumptlon to income ratPo m1ght bé
‘creased as a result of the food stamp program when the 1955 Agficulture ’;%

ey. is used as the basis of ‘the ratio since the- program increases food - H
gumgnon as well as income. "# B
A
S

22 See[,Coder [4] and Table 18 of th1s paper . ‘9' '

< for ?on-partlclpatlon -among ellglbie£ holds, noted in
: _ 2gPi0n,  is" 1oy preferences for food relati program hase
'\4 S jice) ;s _ ?lotment amounts. Other reasons for non-part1c1patlo

A o}

some low bonus vailues relatﬁve teo, t in¥and monetary costs \—
‘«called .transactiol costs. — of participating (bonus values fall to relatlvely
Aow levels ctose 'tg income. Ellglblllty limits); mablllty to accumulate the '
funds necessary £ uy the stamps; welfare stlgma d lack.of knoﬂledge of g:e
. I : %

Fam- ,: P i . .
. N ‘}i B Vo .'- h l g . ._' ' o “ ( e . -
E 25k Seagrave [13]. - 87 e ot . -
. “,; .. 4. ' e . . . PR -1 ‘ e N i,' . l’.:
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‘' 26. These data anmfrqm the matched M ch—April 1978(cps, as ‘shown in

Coder [4] or derived from special tabulatlona provided ohn Coder, Bureau N
of the Census. - ) , ) . *
_ 27. Subcomnittee On Fiscal Pollcy (22], p._‘244;;, ,
2§ Subcommittee on Fiscal Pol . (22] r Pe 246. -1 . ‘ - ot
&:{‘ 29. . Subcomm1ttee Oa Fiscal Polx (20], p ‘ "
30, Department of. Housing Urban eevelopme‘ (271, p. 128 e Lt
31. ﬂ)epartment of Housmg‘d Urban Developient (271, p. 127 - % ~

. 32. The zescuptxons of* Medicare and Medicaid that follow are neqﬂgsarlly
- brief. For a fuller descrxption of their many eligibility provisions ahd L
‘ diverse benef1t:§ the reader is refemed £0 Subcommittee On Fiscal Eolicy [22]

% Other aged persons’y enroll for HI dnd pay’ monthly premiums, . ., _ '

. cu.‘eﬁ ly $36. —_.;~.‘ o | ‘ | _ﬁ ‘
-’E, g "Subc::nmltltee on’ Flscal POlle [22], pp. 199 and 207. \*:‘ | | -v | A
35 Subcommittee Op Fiscal Pollcy [22), p. 223. ... r 2 S

3. Subcomm1ttee On Fiscal Policy [22], p, 221. T

37. This is truevto a smewnit lesser degree for SSI :3c1p1ents than.for AFDC.
rﬁxpxents _ In 16 states, Medicaid benefits have been limited for some SSI.-re- .
ients and in five so-calledlkash out statés (California,: Wisconsm, New York,
!é'sachusetts, and Nevada) SSt eclplentg receivé no food stanps .

4 N\
138, U S.gDepartment of Health Educatlon, d Welfare lDHDI), Soc1a1 and .
Rehab111tat1on Serv1ce (SRS), Nat1onal Center ﬁ Soc1al Statistics (NCSS) .[25],

‘Part IT-A,3p.-1l. . * e o e S
| : L T T T D
DHEW, §Rs NCss [24), :art I, Table I, p. M _ N
N o . ) : ) o .ﬁ
o, swiey (B, 00 @ L
" i S et iy L e & v
. ' 41 DHEW, SRS, NCS‘[Z&]., Part III7, p. 6. ;i g . ' - e -
42, _Subcomtub& h@chaI POlle [21] , T;bl“ ’ p." 10 C . 5&“ 'é
. ,Subcamttee‘On Fiﬂ’l Policy . [21]. e 16, p. 30.- IR
@bcomm. on Flscal Pollcy~ [22], p. 226 _ -.’_ ' , ,;
® 450 Subcommxttee on llscal Pollcy [22}, -p. 225.. o P
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"46. Data were collggted by the General Accountihg Office from administra-
‘tive. records of the varidlis programs. fine study is based on a random sample
of up to 350 households.in each of six areas. Sites were chosen from among
the 59 areas depignated by the Census Bure‘; as low-~income areas. '

s ; o

47. Subcommittee On Fiscal. Pol’tcy (19], p. 28. R )
"48. The CPS utilizes a rotating sample such that three—quarters of the
resses interviewed in April are also interviewed in March. Interviews ,
from the -same addrésses are then checked.tguensure that the same . household is . 1
“living at that address in both months, le g a sample of "match
household%on which the Coder study is base S

49. This reported total bonus value is 74 percent of U.S.D.A. reported
totals. Recipients of £ s s are also underreported, altho it is-
not-known by how much sincl U.S.D.A. does not hays data on total g8 of
recipients over a year. iJuly 1974, the CPS reported recipients for
‘the#month by some 19 perc@k. It is expected that erreporting for the
entire year would be somewhat higher due to greater recall problems. This ~
underreporting will obviously bias downward the income and poverty inpacts e
reported in the Coder study. =~ ..

Coder ﬂ, p. 11. S

g
L {

Coe et al. [5], p. 3.

The author will be explor1ng~ th1s subJect in the near futdre.

Smeeding study also dealt with th impacts oF taxes and income ST
saetiling on current income megsures and pdverty.counts. (In 1972 he S
found éts of poor . househol 'to.be reduced '9,96 million to

. 4,52 million (bt from 15. percént of all ‘houséholds to"7 'percént of all , -
households) after : -adjusting income for taxes, underrepor;ing, and the four

1n—-k1nd trm%fers. Thj,s r*resented .a55-percent reduction in poverty. .
” /'S4, Smeeding [16], Table 9-3, p. 316.% < .7 “f -

% - s
o 55. -Bickel and MacDonald [l] ’ Table l Revised numbers as phowr&in B
. Maurice MacDanald, . "Why Don't More. Eligibles Use Food Stanps?” Augi‘lst 1975 i

(un b’IJ.,shed a r) _ . N

,- {PU pape Q‘. . v Ly ‘ “

' . Alaskagnd Hawaii have high bonté valiues;ger pergon because a tmenﬁw i
# schedules are h1 er thdh for other stateg in ordet con‘lpensat’e for h] h *
' ‘food prices. Y S , ‘ R

e . . 3 co . . o - f":r . F;I:ﬂ'\’::
ﬁ 57, informa@omon these differences a oss states, Subcdﬁ*ittge'. *"x
%On Fiscalh Licy [22), pp. 228-233. - », b iy E

) .458. ﬂ)esg variations are half &e "‘éiz__e oftmse shown earlier in Med'icaid o

‘ o #




o »
. 59, For example, if the share of the U.S. poverty population across states
explained all of the variance in the share of in-kind doIlar transfers across

states :gd if the coefficient relating the two variables were one, then & one
e point rise in the in-kind transfer share would )be associated with a

percen
' one percentage pdint rise in the poverty popujation share” across states and .
-with no other variables. Even under such an unlikely happenstance, however,, v
characteristics of the food stagp/poverty population across ‘states —— most N
E importantly the level ahd distribution of family inccﬂfei and average family - g
vSize — would cause differing proportions of persons in poverty to be raised o /;‘\

"

60. Equations were not estimated for§Medicare since it is not an income- -
»

. tested program. .,
6‘1" ’
612 Dollar transfers in the low-rent publlc housing program are notL

" available on a state—by—state basis.

»

. out o{ poverty acroﬁs states' by: 1n-kind transfers. o,
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To obtain c'opies(o' the report, Tige Measure of Poverty,
or additional copies of this©r any of the other
Technical Papers, please write: to:

" O the Assistant Secretary for Planning and Evaluation

E

Department of Health, Edueation, and Welfare ’ .

200 Independence Avenue, S. W. .
. Room 443D, South Portal Building L] P '
- Washington, D. C. 2jp01 -7
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